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THE NEW YORK BANKS AND THEIR CUSTOMERS. 


The month of July has not been favorable for business. There 
has been no panic in Wall Street, but several failures have occurred 
of more than usual importance. The cause of some of these has 
been ascribed to the banks in withholding discounts. Of course, 
there was a cause of some kind, and this was a convenient and 
easy one to give. Moreover, it was sure to be regarded with some 
favor, for a class of persons exist who are always ready to be- 
lieve almost any report concerning the conduct of a bank, harm- 
ful to the interests of its dealers or the public. Perhaps they are 
secretly if not openly pleased when they learn that a bank is really 
guilty of some act for which it is justly liable to criticism. Banks 
are no exceptions to other business institutions; the bulls and the 
bears are to be found everywhere in this life, the entire race, in 
truth, is pretty generally divided up into one class or the other. 

Is the accusation true, that any of the late failures have been 
caused by the banks denying their usual accommodation to their 
customers? Furthermore, is it the duty of a bank to sustain its 
dealers on every occasion like this through which we are now 
passing P 

To answer the first question a brief explanation is necessary. Ten 
years ago, that is after the depression of 1873 set in, merchants 
and other business men began to rely more largely than before on 
note-brokers to raise them the funds needful to transact business. 
Their notes were made and given to these persons and by them 
negotiated, and the proceeds were returned to the makers. This 
kind of business had been done for many years and is a perfectly 
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proper one. But within ten years’ it has enormously increased, 
There were several reasons for doing so. In the first place, a mer- 
chant could keep the condition of his business better concealed. 
When all of his paper was discounted at a single bank it knew 
how much he owed, and had a better knowledge of his condition. 
When his paper was made and sold through note-brokers, how 
could a bank know how much he owed? All was conjecture. 

But another thing has happened. Many business men within a 
few years have opened an account with a private banker or broker, 
with whom deposits are made. Interest is allowed on them. In 
many cases, we fear altogether too many, merchants have accounts 
of a speculative nature with brokers, and which have not proved 
profitable to the depositor whatever may have been the case with 
the broker. The person receiving the deposits has in turn deposited 
them with a bank, and thus his account with that institution has 
been iargely swelled, while that of the merchant with the bank has 
decreased. 

Now in times of monetary pressure what dealers of a bank will 
be the best served? Why, those who are the most important to 
the bank. And who are those? In many cases they are brokers 
and private bankers, made thus important largely by their 
depositors. Hence it will be seen that when the merchant con- 
cludes to divert a portion of his daily deposits from his bank to 
.an individual, he not only diminishes his importance with his bank, 
but he also assists in raising the importance of another dealer of 
the same or a different bank over himself. 

When merchants concluded to change their mode of making de- 
posits, and of relying on note-brokers to raise money for them, 
they doubtless considered these things. They did not act blindly. 
They thought, on the whole, it was more profitable to deposit a 
portion of their funds at a private place, and get interest, than to 
continue in the old way. 

But it may be that they did not see all the consequences in- 
volved in taking the step. One of the most serious was that they 
diminished the value of their accounts with the banks. They 
virtually said to them we can get along without you. As this is a 
free country they could do so if they desired. 

But to whom did the brokers sell the paper? To the banks which 
therefore hold two kinds of paper. One kind consists of the dis- 
counts of their customers, and the other kind is bought paper. 
Now, from all we can learn, the banks are discounting to their 
regular customers freely, and are desirous of aiding them to the utmost 
limit that safety will permit. But it is true that they are not buy- 
ing so much paper as they did. This is the case, especially with the 
banks in the large cities. They hesitate and have reason for so 
doing. All along they have known that the risks were much 
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greater in buying paper than in discounting to their regular 


‘customers. As we have seen, they knew too little about the 


standing of persons whose paper was presented for purchase. The 
business was done in the dark. Last year several large leather fail- 
ures occurred, and many of the banks lost considerably from having 
the bought paper of these concerns on hand. They declared that it 
was safer to loan their money on stock collaterals than to invest it. 
in the paper of men concerning whose means and integrity they 
knew hardly anything. And the banks were right. It was the safer 
course. Now, why should they buy paper if they think they can 
employ their funds more wisely in some other way? Why should 
they be blamed if they decline to buy at all, any more than job- 
bing houses shou!d be blamed for not making as large purchases as 
they did last year of the commission merchants? Suppose that the 
banks should conclude, that the risks on bought paper were too great 
to assume, and that henceforth they would not buy any more, could 
any person justly blame them for adopting such a policy? 

One word more. It is said that one of the large houses in 
New York failed because they could not sell their paper as 
had been their custom. Very likely the report is true. But 
what bank knew of their condition? They had depended on their 
own wisdom and resources, and it is fair to presume that no bank 
knew of their real condition, or would have been justified in render- 
ing aid if desirous of doing so. This is one of the results of cutting 
loose from banks, and of depending on note-brokers. There are gains 
and there are risks attending such a course. If a merchant be very 
strong and never likely to need the assistance of a bank, he may 
get on successfully without one, but he cannot eat his cake and 
have it too. He cannot run his deposit account down to a low 
figure, and depend on note-brokers for money in good times and 
then count on the assistance of a bank in bad times. 

It is said that the very large reserve held by the New York banks 
is proof of the denial by the banks to an unusual degree of ac- 
commodations to their customers. The truth is the existing large 
reserve is occasioned by the refusal to make call loans for the 
benefit of Wall Street. At this season of the year money is often 
worth three per cent. on call, while this year it is worth only one. 
This rate is too small for the risk involved; the banks, therefore, 
are making fewer loans of that class. It would be well if they al- 
ways maintained their present opinions concerning the undesirable- 
ness of loaning their funds in that manner. In Chicago, the Chicago 
Tribune says that it is the testimony of the best observers that 
no really good concern need fail for the lack of loans. It is the 
policy of the banks to help them as much as possible. Consider- 
able quantities of paper are still sent there for rediscount, and a 
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The banks are pursuing a wise and conservative course, and if no 
more serious charge could be brought against them than this, we 
should rejoice. On the whole, with few exceptions, they appear to 
be conducting their business with great wisdom, and_ with perhaps 
a keener and more intelligent senge of their responsibility and 
relations to the business of the country than at any other time in 
their history. 





THE PUBLIC FINANCES. 


The reduction of the net debt of the United States was $9,217,- 
256 during the month of June, and was $ 101,049,971 during the 
fiscal year ending on the 30th of June. The available cash balance 
on the 30th of June was $ 139,887,439, which is $1,215,039 in excess 
of the forty per cent. of the amount of the outstanding greenbacks, 
which the present Secretary of the Treasury and his predecessors 
have considered to be, since the resumption of specie payments, the 
balance proper to be maintained. 

The customs revenue during the last fiscal year was $ 195,627,291, 
being a decline of $19,079,205, as compared with the preceding year. 
The decline during the current year, as a consequence of the great 
and increasing depression of prices and business, must be very much 
larger. In the month of June the customs revenue at the city of 
New York was only $9,752,969, as compared with $ 14,113,254 during 
June, 1883. With the enormous shrinkage in the value of our ex- 
ports, it is impossible that our imports should be kept up on the 
scale of the last four years. The tariff revenue has always been 
subject to great fluctuations in this country. 

The internal revenue during the last fiscal year was $122,004,- 
498, being a decline of $22,715,890, as compared with the preceding 
year. The decline would have been greater but for the extra re- 
ceipts from the taxes on whiskey, arising from the refusal of Con- 
gress to extend the times of payment on whiskey in bond. The 
same cause will continue to operate until about March 1, next, and 
this may prevent much further decline in the internal revenue dur- 
ing the current fiscal year, but a serious fall in it may be looked 
for during the next fiscal year, as the whiskey tax is the most im- 
portant part of it. 

While the aggregate revenues of the current fiscal year are cer- 
tain to be less than they were during the last fiscal year, the prob- 
abilities are that the expenditures will be greater. It is true that 
certain large new expenditures, which it was supposed Congress 
would order during its late session, were not ordered. An education 
bill, adding $10,000,000 to the annual expenses, was passed by the 
Senate, but not reached for action by the House. The Mexican War 
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Pension bill, originated by the House, was returned by the Senate 
with amendments, and would have been passed by the House as 
amended, if it had not been staved off by the parliamentary process 
which is familiarly known as fillibustering. The supporters of the 
bill estimate the cost of it at (say) $16,000,000 per annum for ten 
years, or $160,000,000 ; while its opponents insist that the actual cost 
of it will be at least $250,000,000, But while these two very large 
items of new expenditure have been, if not defeated, at any rate 
postponed, the only reduction from the expenditures of last year 
seems to be that of a little more than $3,000,000 in the interest 
of the public debt. That is a valuable saving, because it is a per- 
manent one, but for the present year it will be more than offset 
by increased expenditures upon rivers and harbors. None of the 
public establishments have been cut down, and the army and navy 
swallow up more money every year by the growth of the retired 
lists, and in other ways. From the reductions in postage rates, the 
Post Office Department will be a greater burden upon the Treas- 
ury. There will be a large payment on the Alabama claims during 
the present year, and it will be none the less an expenditure be- 
cause it is not an ordinary, but an extraordinary, one. On a general 
view of the case it seems to be not merely probable, but certain, 
that the aggregate expenditures will be greater this year than last, 
and if it proves to be so, the surplus will be much smaller, inas- 
much: as the tariff revenue cannot fail to be less. We do not now 
believe that the surplus will reach $75,000,000, and it is more likely 
to fall to $50,000,000. Whatever it may be, it will be less next 
year, from the drying up of the receipts from the whiskey tax which 
will then occur. 

On the closing day of the late session of Congress, Mr. Alison, 
the Chairman of the Senate Committee on Appropriations, con- 
cluded an elaborate review of the appropriations for the current 
fiscal year by saying; that in his opinion the surplus would not be 
more than $20,000,000, or $25,000,000, by which he intended, as we 
understand him, the surplus above the sinking fund, which is for 
the present year $46,269,756. Including that fund, there would thus 
be left applicable to the debt about $70,000,000, but in his cal- 
culations Mr. Alison) made no allowance for that falling off in the 
revenues of this year, as compared with last, which seems to be 
inevitable. 

At the next session of Congress, now only four months off, the 
House may pass the Senate education bill, and will almost certainly 
pass the Mexican War Pension bill in some form. With more time 
to act on it, the House may not be disposed, as it was at the end of 
the late session, to agree to all the amendments of the Senate, but 
it will be likely to agree to enough of them to secure the concur- 
rence of that body in the passage of the bill, for which in its origi- 
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nal shape there was, and is, an overwhelming majority of determined 
adherents in the House. 

Upon the whole, the outlook must be admitted to indicate that it 
will require the greatest vigilance to. sustain the National credit. 
The next and inevitable step after ceasing to reduce a public debt 
is to enlarge it, and if we once break away from the pledges of the 
sinking fund, the debt of this country will not merely be perpetu- 
ated forever, but it will soon be much larger than it is to-day. 

The internal revenue must be preserved in its entirety and in its 
full present efficiency. The taxes on whiskey, tobacco and beer are 
each and all of them the very best sources of public income. They 
reach no man’s necessities, are only paid by those who choose to 
pay them, are approved in the experience of other countries, and are 
thoroughly satisfactory to the people of this country. The politicians 
will soon discover that the public judgment in favor of all those 
taxes is irreversible, and when they do, they will cease to make 
them the objects of demagogic attacks. 





TAXATION OF DEPOSITS. 


The committee appointed by the New York Clearing-house, to 
consider what measures are necessary to improve the methods of 
conducting the banking business, have reported that the payment 
of interest on deposits should be discontinued. The country banks 
at the present time keep a very considerable portion of their re- 
serve in New York, which they are permitted to do by law, and on 
which they receive interest. If the recommendation of the com- 
mittee should be adopted, it is said that these reserves would be 
withdrawn, and the banks would have a smaller amount of funds 
than they have had hitherto with which to supply the wants of the 
community. The members of the committee were not unanimous 
in their recommendation, and it is by no means certain that the 
report will be adopted. On several occasions a similar recommenda- 
tion has been made by committees representing the New York banks, 
but no favorable action thereon has been taken which has gone into 
effect. 

Two opinions prevail; one is, that the payment of interest is 
harmful, leading to several disastrous results; the other, that it has 
long been the practice among the English banks to pay interest on 
deposits, and that it should be encouraged here. 

No one will question the fact that the banks which pay interest 
on deposits must be more eager to employ their funds than the 
banks which do not pay interest. The banks which promise to pay 
must loan the deposits received, or they will lose money by the 
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operation. The banks which do not pay can exercise a larger de- 
gree of independence, for no loss is incurred if loans are not made. 
This, however, is only a very general way of looking at the matter; 
let us get a little nearer to it. 

The country banks are the most desirous of sending their money 
to New York when there is the least demand for it at home. 
When they can lend at home, on good terms, there is no reason for 
sending it elsewhere. But when it is thus sent the money market 
in New York does not need it, and, therefore, in order to loan it, 
a very large amount goes into Wall Street in the form of call 
loans. We have no hesitation in saying that the less money which 
goes there the better for all kinds of regular business. The money 
thus absorbed performs no good office. But every now and then 
the money market changes, and the country banks want their de- 
posits. These are the times when the New York banks also would 
like to retain them. The truth, therefore, appears to be this: when 
the money of the country banks is kept by the New York City - 
banks it is not much needed anywhere, and if it is not, it is not 
an altogether prudent thing to pay interest for the use of it; when 
it is needed by the New York City banks the need for it by the 
real owners is far greater, and it is drawn away. Why, then, should 
such a great effort be made to attract money to New York? Its 
main function consists in feeding speculation in times when the 
rates of interest are low—that’s all. When the money would serve 
a really useful purpose in New York it cannot be kept there; the 
rate of interest paid is not large enough to retain it, in view of 
the demand for it at home. 

It is not likely that this question, which has been agitated for 
so long a time, will be settled now. Most of the banks will prob- 
ably be unwilling to adopt any measure narrowing their freedom of 
action. They understand pretty nearly all the arguments pertain- 
ing to the question, and doubtless will pursue such a course as 
will be conducive to their several interests. Whatever may be for 
the general good, it is fair to say that their own profit will be con- 
sidered first. Bankers are no exception to other business men in 
this regard. 
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SHOULD THE EXCHANGES BE ABOLISHED? 


The exchanges serve a useful purpose, but they also bring evils. 
Their utility is not so great as many suppose, while the evils which 
they bring forth are multiplying and intensifying. They are becom- 
ing more visible and serious every day. As evils are connected 
with almost everything in this world, no one should be surprised 
if exchanges do not constitute exceptions. But in some things the 
good side is larger and the evil side the smaller. The church, for 
example, is imperfect, but it is a very much better institution than 
a faro bank, or a horse-trotting association. 

Exchanges were devised to facilitate the exchange and sale of 
the productions of the earth, commodities, stocks, bonds, and other 
property. Before exchanges were created, sales took place, and 
they would just the same if these institutions were unknown. 
It may be that the transfer of property is more easily effected by 
them than it was before, but we think that this argument in favor 
of exchanges is not particularly cogent. To effect the sale of prop- 
erty ordinarily requires no elaborate machinery. Men know whether 
they wish to buy a thing or not, whether they can pay for it or 
not; no cunningly devised machinery is necessary to effect sales. 
A cotton manufacturer could buy his cotton just as easy if an ex- 
change did not exist, as he buys it now. Does the woolen or the 
silk manufacturer ever complain because exchanges do not exist 
where wool and silk can be bought? Could not exporters and 
wholesale merchants buy corn and wheat, and pork and beef, if 
there were no produce exchanges? Surely these institutions are 
not needful to carry on these kinds of business advantageously. 

The evils to which exchanges give rise are manifold. We do not 
propose to consider the subject in a moral aspect, but simply in a 
business one. In the first place, prices are regulated not by the 
causes which would ordinarily operate, but by a new series of 
causes which are the invention of the speculator. We may. main- 
tain that prices ought not to be controlled in this manner, yet 
we cannot. deny the fact. It is true that speculators do not over- 
look the causes which would operate to affect prices; these, how- 
ever, are seen, and made to do duty in a singular way. The truth 


‘is distorted and exaggerated, and thus prices are made to oscillate 


far more violently than they would if exchanges, and speculation 
growing out of them, did not exist. 

Again, it is said that merchants, especially in seasons when trade 
is dull, speculate in a new and far more extensive way than they 
did formerly, with the hope of improving their condition. In con- 
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sequence of the creation of exchanges it is easy for them to en- 
gage in speculative ventures. What the result is we often know, 
though we do not learn of all the losses incurred. We know far 
more about such ventures when they prove profitable than when 
losses happen. In these cases if the speculators can maintain 
silence they will. They take no pleasure in announcing their mis- 
fortunes. Besides, their credit would be affected if it were known 
that they speculated. So, for one reason and another, not much 
is known of the real extent to which speculation is carried by the 
mercantile classes and of the losses they sustain. 

Concerning the demoralization generally, which infects all who 
speculate, nothing need be said. It is an old and well-understood 
experience. The minds of thousands of business men to-day, and 
of their clerks, are not on their immediate business so much as on 
Wall Street, the produce and other exchanges in this city and 
elsewhere. Their attention is divided, unless, forsooth, the evil 
genius of speculation has obtained control of them so completely as 
to absorb their best thoughts and energies, and to rob them of 
the mastery over themselves. The spirit of speculation is widespread; 
it is. injuring legitimate business in a thousand ways, and, worse 
than all, it is wrecking men morally and mentally, and rendering 
them unfit to engage in their regular occupations. 

The courts have very generally condemned speculation as gam- 
bling. We mean by this the betting on futures, which is the main 
business transacted at the exchanges. In view of this fact, why 
should not the exchanges be closed by legal authority? We know 
that the remedy commonly advanced is that speculation will work 
its own cure. When a man’s money is gone he must stop, but then, 
if he has once acquired the desire for speculating, the probability 
is, that as soon as he can command the funds with which to spec- 
ulate he will begin again. The reformed card gamblers are very 
few. The reformed stock and cotton gamblers are still fewer. 
The desire once thoroughly aroused is aroused for life. The only 
way, therefore, to stop it is to remove the means for exercising the 
desire, just as the only way of keeping a drunkard sober is to keep 
him and rum apart. Among many of the failures which have hap- 
pened of late, speculation has figured as a prominent cause. In the 
majority of cases of defalcations the money taken has gone in the 
same manner. Is not the question seriously worth considering 
whether, in view of the enormous and widespread evils, whose root 
can be clearly traced to the exchanges, they ought not to be 
abolished by the State, like other gambling houses to which they 
are, in the eye of the law, so clearly allied, and which long ago 
were condemned as detrimental to society, and their keepers as 
criminals. 
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THE MARKETS AND AUCTIONS. 


Within a few months an immense quantity of goods has been 
sold at auction for manufacturers and importers. These sales, while 
accomplishing the immediate object of their owners, entail grave 
consequences. The auction is the regular mode of disposing of 
some commodities, and this is especially the case in London. 
Wool, for example, is thus sold there by the importers, and by the 
growers in Australia. Doubtless this is the best mode of selling it, 
, Otherwise a different one would long ago have been adopted. But 
the sale of manufactured goods by the manufacturers in this country 
is a new expedient, employed during the last long period of depres- 
sion, and again revived and employed in a still more general way. 
These sales are clear proof of an overstocked market, and an un- 
willingness to carry manufactured goods. Several reasons may lead 
the owners to resort to this method of disposing of them. One 
reason that operates is the fear that prices will decline still more, 
and, consequently, that their losses will be heavier than if sales are 
made through auction houses, notwithstanding the fact that the 
buyer has the advantage. But the loss, however great, is regarded 
as less than it would be if the goods were kept for a better market. 
The interest and insurance accounts are eating into their value in 
the meantime, and these considerations, coupled with the fear of 
a further shrinkage of prices, may very well lead many a manufac- 
turer to sell his goods even at auction, pocket his loss, and know 
at once the amount of it rather than trust to the uncertainties of 
the future. 

But another reason influencing them to sell is the necessity of rais- 
ing money to pay maturing obligations. Probably this argument is a 
very potent one with the manufacturers who possess only a limited 
amount of capital and credit. They must realize whether they wish 
to sell or not. They have no alternative. 

Now, where goods are thus sold, the worst difficulty lying in the 
path of the manufacturers is not removed, it is simply pushed a 
little further ahead. The difficulty is an excess of production, but 
when the goods are sold by auction they are in the market the 
same as before. They have simply been transferred from the manu- 
facturer to the jobber. The market is in no way relieved by this 
operation, and prices are not improved. On the other hand, as the 
jobber buys more cheaply he marks them lower, and thus the gen- 
eral shrinkage of prices goes on more rapidly than ever. The 
load has simply been transferred from one class to another, and 
the manufacturer’s eagerness to sell leads to a wider demoralization 
of the market than existed before. 
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In Great Britain the custom of the manufacturers is very differ- 
ent. They seek to unload their surplus in other countries in order 
to preserve their own market. Our manufacturers, who are so en- 
terprising in producing goods, do not show anything like the cor- 
responding enterprise in disposing of them. It is true that the facil- 
ities do not exist in this country for selling the goods elsewhere 

‘which the British manufacturers enjoy, nevertheless it may be 
questioned whether the American manufacturer is not very slow 
in this regard. So long as the auction mode is continued, no real 
relief will be obtained, the contest will simply be for the survival 
of the strongest. If production be not sufficiently curtailed, losses 
and failures are inevitable. These facts are so palpable that no 
one can ignore them. Neither can the banks who are interested 
in the prosperity of their customers. So long as the state of 
things continues they must exercise unusual care in making loans 
in order to avoid losses. The banks look with distrust on auction 
proceedings, they know that these sales mean usually heavy losses, 
and that caution is needful on their part. If the manufacturers 
desire to strengthen themselves with the banking world, either they 
should lessen their production or seek to dispose of it in a more 
advantageous manner than through the auction house. 
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FINANCIAL FACTS AND OPINIONS. 


The amounts and descriptions of United States bonds deposited 
for bank-note circulation were as follows at the dates named: 


Fune 7. Fune 28. Fuly 12. Fuly 19. 
‘Currency, 6s..... $3,498,000 . $3,498,000 . $3,498,000 . $3,498,000 
" 4348S... 45,087,000 . 46,416,900 . 47,146,400 . 47,248,950 
” 4S. cee 110,188,200 I1I,355,4c0 . 112,419,400 . I13,209,g00 
a BS sees 177,349,950 . 173,861,050 . 170,029,450 . 169,087,150 














$ 330,123,150 . $335,131,350 - $333,093,250 ~ $333,044,000 

Between June 7 and July 19, two calls matured for the threes, 
each of the calls being for $10,000,000. Between the same dates, 
the reduction of the deposited threes amounted to $ 8,262,800, 
but in the aggregate of deposited bonds the reduction was only 
$ 3,079,150. 

The shrinkage of the National bank-note circulation has been at 
a much slower rate than was looked for last fall, the principal 
reason which is apparent being the decline of about four per cent., 
which has occurred since then in the market price of the fours. 
That decline may be recovered from when financial affairs become 
more settled, aud in that case the banks, instead of buying more 
fours may sell some which they now hold. - 
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The decline in the prices of commodities continues. Many of the 
manufacturers of north-western lumber are trying to arrange a gen- 
eral shutting down of the saw mills in September, but more from 
an apprehension as to the future than because the fall in the mar- 
ket has as yet assumed ruinous proportions. In the dry-goods 
trade the fall is very marked, and with the usual accompaniments 
of heavy failures and slaughtering auction sales. Imports of dry 
goods have not yet diminished greatly, but they certainly will in 
the present condition of our markets. It is true that prices of 
everything in Europe are low, and may go lower, but whatever 
point of decline they reach there, prices here must still shrink until 
the general volume of our imports falls to an equilibrium with 
our exports. The misleading assurances that markets will improve 
after August, or after the new wheat is harvested, or after the 
Presidential election is over, have no foundation to rest upon, and 
those who trust to them will be sure to suffer. There is less 
money in Europe, gold, silver and paper, than there was six years 
ago, while its population and exchanges have been increasing, al- 
though, of course, not at the rapid rate of increase in this country,. 
and nobody can point out in what way its general volume of money 
is likely to be added to in the immediate future. 

The reports of R. G. Dun & Co. of the failures in the United 
States during the first half of 1884, as compared with the first half 
of 1883, show an increase of eighteen per cent. in the number of fail- 
ures, but the much greater increase from 66 to 124 million dollars 
in the aggregate amount involved. Of the increase of fifty-eight mil- 
lions in the liabilities, forty-six millions were in the city of New 
York, and mark the effect of the break-down among bankers and 
large railroad and stock speculators. The increase of eighteen per 
cent. in the number of failures may therefore be taken as the best 
measure of the growing difficulties among merchants and those en- 
gaged in productive enterprises. 

Dun & Co. express the opinion that the last half of 1884, upon 
which we have just entered, will show a more profitable demand 
for merchandise, but we are ourselves quite unable to see what 
is likely to happen to raise the general range of the prices of com- 
modities during the remainder of the year. It is not possible that 
prices should rise here while they are sinking in Europe, as they 
persistently have been for three years and still are. The London 
Economist, of June 14, reviewing the course of British prices during 
the month of May, says: 

Prices are, as a whole, lower on the month, including metals. 
and all articles [sugar, tea, coffee, oils and tallow] in list IV. 

It is the low and falling prices in Europe which swells the for- 
eign imports of this country. The merchants and manufacturers on 
the other side of the Atlantic, finding the demand for their goods. 
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slack at home, and slack in Asiatic and other countrieg which pro- 
duce tea, coffee, sugar, &c., the prices of which are down to low 
water mark, are forced to use the United States as a slaughter market. 

A city newspaper said, not many days ago, in reference to business 
aspects in this country, that there was “little inducement to put 
surplus profits in so-called securities,” but that there was “a fair 
inducement to put them into regular business channels,” and from 
that text it draws very optimistic conclusions as to the immediate 
future. We understand the facts of the case in precisely the oppo- 
site way. There has never been a time, within our recollection, 
when a larger proportion of those who have money to invest were 
determined not to put it “into regular business channels,” but pre- 
ferred to buy or loan upon securities believed to be safe, at the 
best obtainable rate of interest, no matter how low. This feature 
of the high price of accepted securities—or, what is the same thing, 
of the low rate of interest—is as marked in Europe as it is here. 

May makes a bad showing as respects our foreign merchandise 
trade, the excess of imports having been $7,348,669, as compared 
with an excess of exports in May, 1883, of $1,791,637. 

The merchandise exports in May, as compared with the same 
month in 1883, fell from $ 58,066,194 to $48,791,921, or more than 
nine millions, while the imports fell off only $133,967. indeed, 
considering the general fafl in prices during the year, the quanti- 
ties of imported articles must have actually increased. 

Taking the first five months of the year, the returns of the for- 
eign merchandise trade were as follows: 


1883. 1884. 
Exports beevocsesooesceesoves $ 343,832, 172 cree $ 290,132,172 
DD. a cceneeaneteud 4ane 287,388,007 nes 280, 588,007 
F.xcess of exports .......... 56,444,165 eee 9,544,165 


The excess of exports in 1884 being inadequate to meet our for- 
eign interest payments, expenditures of American travelers in Eu- 
rope and the freight bills of foreign ships, and the flow of Ameri- 
can stocks and securities having been greater inwards than outwards, 
the net export of coin and bullion (gold and silver) was  neces- 
sarily large, amounting to $39,710,119. Taking merchandise, coin 
and bullion, we exported $49,264,284 in excess of our imports, 
which was doubtless more than enough to meet the current charges 
which Europe has against us, and left something over to pay for 
the American stocks and bonds which Europeans have sent here 
for sale. Some persons are predicting an inflow of gold during the 
remaining months of 1884, but it is difficult to understand upon 
what ground such an opinion can be based. There can be no fa- 
vorable balance of trade, in excess of our interest and other cur- 
rent annual charges abroad, which can cause such an inflow. We 
shall, of course, export a good deal of cotton during the fall 
months. We always do that; but Europe will pay for it, not in 
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gold, of which it has none to spare, but in manufactured goods. 
which it must and will sell at any price which can be obtained. As 
to American railroad stocks, Europe is much more inclined to get 
rid of what it already has than to take on any more. There is 
and always will be, more or less gambling in our railroad stocks, 
on margins, among the London speculators, but actual British invest- 
ment in them is a thing of the past. We have securities, like the 
bonds of the United States, which Europeans would be glad to 
buy, but the prices of them are higher at home than anywhere 
else. 

The London L£conomist, of June 28, says, in respect to American 
railroad stocks: 

America is undoubtedly at the present time endeavoring to sell 
what she can here, and London is most indisposed to buy. Nor is 
the market for such securities better on the Continent. 

The aggregate of the annual payments under the Mexican War 
Pension Bill, in the form in which it passed the House during 
the late session of Congress, was stated by its friends at $40,000,000 
although some of its opponents estimate it as high as $70,000,000. 
In the House (July 5), Hon. Casey Young, of Tennessee, gave some 
startling statements, which he said he had received from an emi- 
nent actuary, as to the effect of the amendments made to the bill 
by the Senate. The payments to the widows, children and de-. 
pendent parents of deceased soldiers in the civil war, he estimated 
at $1,270,000,000. The service pensions to the same soldiers, 
that is to say, the pensions where there was no wound or 
loss of health by reason of service, he estimated at $ 600,000,000 in 
the cases of soldiers who have already applied for pensions, with 
a probable addition of $1,575,000,000, in the cases of soldiers who 
have not yet applied. These payments would be protracted over a 
long period, some of them extending fifty years, but the bulk of 
them would be made within thirty: years. This is a very rich 
country, but $3,445,000,000 is a good dea! of money, even if we 
take rather more than the duration of a generation within which 
to pay it. The month between the presidential election and the 
re-assembling of Congress will be a favorable time for a calm con- 
sideration of the whole subject, 

On the first of July the city of Baltimore offered $115,000 of 
its four-per-cent. bonds, redeemable in 1925. The bids for them 
amounted to $448,000. The awards were at premiums ranging from 
10.78 to 14.25. The effect of the transaction is, that in considera- 
tion of receiving (say) $130,000 in cash, the city of Baltimore 
agrees to pay $4,600 annually, under the name of interest, for forty- 
one years; or $188,600, and at the end of that time to pay $115,- 
ooo under the name of principal, making a total of payments. 
amounting to $303,600. 
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The Baltimore Manufacturers’ Record prints a list of the invest- 
ments in new industrial establishments, and in enlargements of old 
ones in the Southern States during the first six months of the pres- 
ent year. The aggregate is $70,000,000. Of course, the larger part 
of these investments. must have been decided upon and eommenced 
in 1883, and therefcre they cannot be accepted as a measure of the. 
disposition existing at the present time to embark in such enter- 
prises. 

Switzerland has given notice for the termination of the Latin 
Union on the thirty-first of December, 1885, but accompanies the 
notice with the intimation that it desires that the Union may be 
revised and still further continued. It was Switzerland which gave 
the notice when the terms of the Union were revised five or six 
years ago. The point of difficulty seems to be in the matter of 
complaints made by France, that Italy is not conforming to the 
spirit of the Union in certain respects, and particularly in requiring 
the banks to keep a specified percentage of their metallic reserves 
in gold. According to the French view, this is making a distinction 
between the two metals not consistent with the bi-metallic theory. 

During the first four months of 1884, as compared with the cor- 
responding months of 1883, the exports of silver from England to 
India increased from $9,278,305 to $14,225,155, but to China (in- 
cluding Hong Kong) they fell off from $1,586,875 to $817,305. The 
capacity of India to pay for silver and to absorb it seems greater 
than ever, and promises still to increase, unless there shall be some 
unexpected check to the present very marked development of its 
trade, industries and wealth. 

France proposes to the holders of Tunisian bonds, now selling in 
the market at 522 francs, the option of taking either 500 francs in 
cash, or a new Tunisian bond with the guarantee of France for 500 
francs at four per cent. interest, and redeemable in ninety-nine years. 
A syndicate of the Rothschilds and others have undertaken the ne- 
gotiation of the proposed new bonds. Africa is rapidly becoming 
civilized after the European fashion. Egypt has a unified debt, and 
a preference debt, and a Daira debt, and now Tunis is to have a 
four-per-cent. debt, on ninety-nine years. Morocco’s turn to be 
Capitalized will come next, if it is true, as reported, that the French 
are on the point of rectifying the Western boundary of Algeria by 
taking in a slice of the adjoining country. 

The Irish Land Act, passed in 1881 by the British Government, 
to aid tenants of land to purchase a fee simple title, authorized 
an advance from the public Treasury of three-fourths of the pur- 
chase money, at an annual interest of three and a-half per cent., 
the reimbursement to be made by annual payments over thirty-five 
years of five per cent. on the amount advanced. Very few purchases 
were effected under that Act, and it is said that few tenants were 








96 THE BANKER’S MAGAZINE. [ August, 


able to pay the fourth of the purchase in any other way than by 
borrowing it of the “gombeens” or usurers, at an annual interest 
of twenty per cent. 

The Act lately introduced by the Gladstone Ministry, but which has 
been abandoned in consequence of the combined opposition of the 
landed interest, and of the Parnellites, proposed the advance by the 
Government of the whole purchase money at three and one-quarter 
per cent. interest, reimbursable in annual payments over thirty-three 
years of five per cent. of the advance, upon the conditions (1) 
that the Land Commission should adjudge the price to be a fair 
one, and (2) that the county authorities should decide that the 
loan was a safe one, and should agree to make good from the 
county taxes any default in the payments of the tenant. 

The official statements of the trade of India with all other 
countries, for the last three Indian fiscal years which terminate 
March 31, show the following imports and exports of treasure (gold 
and silver): 


Year ending March 31. Import of Treasure. Export of Treasure. 


$ 47,178,355 ooee $ 4,582,280 
56,054,820 miei 4,341,910 
53,058, 185 ae 4,202,060 


The average annual net import of gold and silver by India during 
the three years was, therefore, $47,921,703, or quite one fourth of 
the aggregate yield of all the mines in the world. In the above 
statement Indian rupees are converted into dollars, at the rate of 
twelve rupees to five dollars, so that the imported silver is reck- 
oned at its gold value. The Indian absorption of the precious 
metals, which is principally in ornamentation, is about two-fifths 
gold and three fifths silver, and will become constantly larger, un- 
less the increase of wealth in India shall receive some unexpected check. 

Bismarck adheres resolutely, and indeed aggressively, to the pro- 
tective policy. About the middle of June he laid before the Ger- 
man Parliament'a new tariff bill, raising the duties considerably on 
many articles. He added that he should shortly submit another 
bill to make “the system complete,” which, according to the London 
Economist, means that he “intends to raise the duties still higher.” 

The Indian Government, after careful surveys and long delibera- 
tions, has decided to construct 3,396 miles of new railway during 
the next five years, at a cost of $140,000,000. One half of the 
lines are to be built directly by the Government, and the other half 
by companies with some form of Government guarantee as to divi- 
dends. One of the principal avowed objects is the opening up of 
new wheat fields. 

Although the yield of the South African diamonds is much less 
than it was three or four years ago, it is still large. Of the exports 
of the Cape Colony in 1883, amounting to $ 36,145,000, in the 
whole, $15,000,000 consisted of diamonds. 
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A NEW WORK ON POLITICAL ECONOMY. 


In the June number of the BANKER’S MAGAZINE we noticed the 
third and concluding volume of the Cyclopedia of Political Science, 
Political Economy, and United States History, edited by Mr. John J. 
Lalor. It is fitting that something more should be said on the 
work as a whole, while two or three important articles merit a 
fuller treatment than we were able to give to them at that 
time. By way of general remark it may be truly said that 
Mr. Lalor has produced a work of sterling merit which should 
find a place in the library of every thoughtful and serious stu- 
dent of American history and politics. He has collected and 
edited a large number of articles by prominent American and 
European writers, which, taken together furnish a great mass 
of information, on economic, political and financial subjects, not 
easily accessible in any other form. The facts are generally trust- 
worthy, and the opinions, whether sound or not (which will, of 
course, be largely a matter of opinion), are at least usually based on 
thoughtful and detailed investigation. Mr. Lalor deserves the thanks 
of every student interested in political economy, political science, 
finance, and the political history of the United States, for the able 
and impartial manner in which he has performed his. work as 
editor. The banker will find some interesting articles on the history 
and theory of banking in all its various forms: the economist, a 
fairly full treatment of many of the leading questions in economics ; 
the financier, a notice of all the important financial problems of 
the American Government; and the student of American politics an 
exceptionally able treatment of the political history of our country. 

In view of the great service he has done, it may seem somewhat 
ungracious to criticize Mr. Lalor’s work as severely in some respects 
as we feel bound to do. And yet it is only by such criticism that 
the defects of the work can be made evident, and the way opened 
for fucure improvements. In the first place, the biographical element 
in the cyclopedia should either have been omitted altogether, or made 
much more prominent. Such short notices as are given in most of 
the biographical articles possess neither interest nor value. If one 
wishes to find out anything about these men, one can get no satis- 
faction from a ten or fifteen line statement, and the mere facts of 
date, and place of birth and death can be found in any ordinary cyclo- 
pedia. If the list were fairly complete, it would possess, of course, 
a certain value as a biographical dictionary, but not even that 
modest claim can be set up for this element in the cyclopedia. 

The religious element might also have been omitted without in- 
7 
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juring the value of the work. The articles on Brahmanism, Buddhism, 
Christianity, etc., might have much better given place to a more 
elaborate treatment of many questions which have received only 
very scanty justice. All these various religions have, of course, an 
economic aspect, but it might have been presented in very much 
less room and in very much better manner. 

The articles on the various nations and countries of the world 
contain too much that is purely geographical, which any one can 

~find in an ordinary school geography, and too little about the polit- 
ical institutions and economic and financial history. The articles 
in such a special cyclopedia as this should all be written by men 
who have made political, institutional, economic and financial his- 
tory the object of special study. Almost any one can write an 
article of fifty or one hundred pages about any of the great nations 
of the world, but the information one seeks in a work of this 
kind is of a special and peculiar character which but few men pos- 
sess, and which, we are sorry to say, cannot be found in many of 
the articles on the different countries in this book. 

Too many of the contributions are by foreigners. We are safe in 
Saying that there is hardly a single article taken from foreign 
works which might not have been greatly improved, and made 
much more valuable to American readers by being at least rewritten 
and modified by some American specialist. Some of the articles, 
indeed, have not been even brought down to date by such additions 
as could easily have been made. 

As a final criticism on the general plan of the work we would say 
that it shows a lack of the sense of perspective. Many topics re- 
ceive too much attention and space, and others too little. The 
cyclopedia reveals in certain parts a lack of definite’ plan and care- 
ful division of labor which results in many repetitions and omis- 
sions. Some articles were evidently inserted for padding, and 
others because the name of the author was wanted in the list of 
contributions. 

Some of these faults could hardly be avoided under the circum- 
stances. It is not always possible to get just the right man to treat 
the right subject at the right time, particularly in a country which 
possesses comparatively few writers who are fitted by education and 
training for this sort of work. We are fully enough convinced of 
Mr. Lalor’s fitness for the task of editorship, to be sure that he is 
as well aware of these deficiencies as any one. Another considera- 
tion had to be kept in view all the while, and that is that the 
cyclopedia is a business venture also and must be made to pay if 
possible. Consequently, Mr. A’s name must be had, no matter how 
inferior an article he sent in, and it is a striking fact that some of 
the most unsatisfactory articles are signed by the best-known 
names. 
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The third volume is decidedly the best of the three. There are 
more articles by Americans in it than in either of the others, and 
they are many of them of decided merit. 

The subject of protection is discussed from the ultra free-trade 
standpoint, by G. de Molinari, and from the opposite standpoint by 
David H. Mason. Mr. Mason shows much more zeal than discretion 
in his presentation of his case, and while we: agree with his ideas 
in the main, yet -.we dissent strongly from many of his statements, 
as, for instance, when he says that the sole function of Govern- 
ment is protection, or when he asserts that man’s selfishness is 
always stronger than his sympathies for his fellowmen, or when, to 
prove his statement that all wealth springs from labor, he asserts 
that even the natural forces and the earth are the products of 
labor—God’s labor—(szc). On the whole, we cannot regard Mr. 
Mason’s article as containing a strong statement of the case for 
protection. A bit of humor is to be found at the end of this article 
in the shape of a note by the editor, in which he apologises for 
inserting such an article, remarking that “since the cyclopedia is a 
scientific work, and since a consensus of political economists may 
be said to exist as to the truth, and therefore as to the expediency, 
of the principles of free trade, it may seem odd that this article 
has been admitted.” This is very good, in view of the fact that 
with but few exceptions the ablest American writers on political 
economy have been protectionists, that Mill himself is a protec- 
tionist to such an extent as to give away the whole case as ordi- 
narily presented by free traders, that the keenest of his living 
disciples, Sidgwick, goes even farther than Mill, and that at present 
three out of four of the prominent German writers on economics 
are protectionists. In fact if a vote were to be taken to-day among 
the thoughtful writers and statesmen of the civilized world, it is a 
question whether free trade or protection would poll the more 
votes, and the reaction against the Malthusianism and Manchester- 
ism, which a few years ago reigned supreme, is increasing with 
every passing year. The idea of apologizing for presenting the 
views of such a large and intelligent class of thinkers as the pro- 
tectionists is very good indeed. Verily there must be an odtum 
economicum? of as virulent a type as the odium medicum or theo- 
logicum. 

The articles on taxation and finance are numerous and able. That 
on the principles of taxation, by David A. Wells, is especially note- 
worthy. It embodies, we may suppose, the carefully expressed 
thought of a man who, for many years, has figured before the pub- 
lic as a leading authority on matters of taxation. It is, therefore, 
worthy of careful attention. The article suffers from one of the 

well-known characteristics of Mr. Wells: that, namely, of forming 
an opinion as to what is practically desirable, and then proceeding 








RS SS 


EST AS a 


100 THE BANKER’S MAGAZINE. [ August, 


pre Pre 


224 > > - : 
SH @*h St 


to construct a theory from which the practically desirable shall be 
made to appear as the logically consistent. In this case, for in- 
stance, he favors the collection of local revenue entirely from taxes 
on real estate as practically the desirable thing, and then he pro- 
ceeds to develop certain “principles of taxation” which may justify 
his views. This is a very convenient method indeed, but not very 
trustworthy or convincing to the careful student. 

Mr. Wells is not at all consistent in his exposition. He says, in 
one place, that the power of every Government to tax must be ex- 
clusively limited to subjects within its territory. From this he de- 
duces the proposition, that for one State to tax property belonging 
to its citizens which lies in another State, is unsound both in law 
and economics. And yet, in another place, he says the subjects of 
taxation are either Jersons, property, or business. If this be so, a 
State may—nay, does—lay a tax on its own citizens in proportion 
to their supposed ability, as measured by their property or any 
other sign which the Government may choose to establish. This 
whole matter of “double taxation” which Mr. Wells is. looking for- 
ward to, in laying down the above proposition, is not by any 
means so simple a matter as he tries to make it. When he says 
that the difficulty is peculiarly American, and states that if he were 
writing this article for a European cyclopedia, the discussion of ex- 
tra territorial property by a State would have no place, simply be- 
cause, except in the United States, there is nowhere such a system 
of taxation, Mr. Wells simply shows, what is amply proved by 
other remarks, that he has made only the most superficial study of 

| foreign systems of finance. On the contrary, while the question 
has not been so extensively agitated abroad as here, it has at times 
excited the most lively discussion. As the result of long agitation 
in Germany, for example, a law was finally passed, no longer ago 
than 1870, forbidding one State of the confederation to tax landed 
property lying within the territory of another. But, even as the law 
now stands, one municipality in Russia may tax the income from 
landed property lying in another municipality, and while income 
from landed property in a foreign country may be exempt from 
taxation if the land be taxed by that foreign country, yet income 
from other kinds of property is not exempt. As to foreigners not 
noticing this question, Mr. Wells may find ample refutation of such 
a statement by reference to the second volume of Schdénberg’s 
Handbuch der Politischen Oekonomie, It is an exceedingly import- 
ant question, and likely to become more so as time goes on, and 
can certainly not be solved so summarily as Mr. Wells evidently 
thinks. ' 

Mr. Wells’ justification of the right to tax because of protection ac- 
corded is thoroughly unsound, and is now no longer held by any 
thinkers of any great importance in the domain of political science. 
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Within the course of this very article it is indeed given up, and the 
right is described as an incident of sovereignty growing out of 
the very nature of the State. The idea that the State exists solely 
for protection, that it is nothing but a great insurance society, no 
longer commands any respect among scientific theorists, and yet it 
is this idea which lies at the basis of much of Mr. Wells’ reason- 
ing. He still clings to the notion that the citizen stands to the 
State in a purely commercial relation, and that he can dicker with 
it much as he would dicker with a fellow citizen for a coat or a 
pair of boots. It is this mode of thought which is characteristic 
of a whole school of New England statesmen and theorists which 
has reduced and is reducing the influence of New England in our 
National politics and economy. 

The old notion of equal diffusion of taxation so thoroughly ex- 
ploded by late English and German economists reappears in this 
article. Tax one class of things and the burden will diffuse, and 
as the result of percussion and repercussion, nobody will have to 
bear more than his share. It has been as clearly proved as any- 
thing can be in the realm of economics, that the burden of taxa- 
tion will rest on those who, economically speaking, are the weakest 
in the great struggle of industrial life and competition. If the tax 
be levied on the producer, says Mr. Wells, the consumer must pay 
it. That does not follow at all. The consumer makes the same 
effort to get rid of the tax that any other person does, and he will 
bear it only when he is obliged to bear it, z. ¢, when he becomes 
the economically weakest. 

Suppose a tax be levied on wool-producing sheep. The farmer 
tries to shift it to the shoulders of the buyer. Whether he suc- 
ceeds or not will depend on his economic position toward the buyer. 
If his anxiety to sell is greater than the buyer’s to buy he will 
probably have to assume the tax, and he will probably be able to 
shift it if the relation is reversed. Suppose the buyer assumes it, he 
has now the same problem as the farmer, and he and the manufac- 
turer struggle with each other. Suppose the manufacturer is forced 
to assume it, the same struggle occurs again, and so on through 
the wholesale dealer, retailer and consumer. Now, the man who is 
weakest in this chain must bear the burden, and the hundreds and 
thousands of failures in the country in all lines of business give 
abundant evidence that the burden of the tax never got to the 
consumer, but stopped somewhere on the road. It would seem 
perfectly clear that any attempt to shift the burden of taxation 
more completely than at present to the shoulders of the farming 
classes, in the Eastern States especially, must react unfavorably on 
the interests of that class. If the burden is not lifted by supple- 
menting direct taxation by indirect in some form, it is more likely 
that an income tax will be established than that a single universal 
land tax be accepted as the sole source of local revenue, 
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There is no space left to discuss other points in Mr. Wells’ 
paper, but we hazard the prophecy that the theory of taxation 
which is elaborated in this article will never acquire much influence 
in this country. It is based on an inadequate acquaintance with 
the financial history and experience of other countries, and upon a 
very incomplete generalization from our own experience. As an 
article for a cyclopedia it is defective, since it gives only the author’s 
opinion and no inkling of how such ideas have been received among 
financiers and economists in general. It would leave a novice with 
the notion that this theory represents the latest development of 
financial science, whereas it is a unique combination of a number 
of old errors. P. E. 
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CONVERSION OF THE BRITISH DEBT. 


The plan of Mr. Childers, the British Chancellor of the Exchequer, 
submitted to Parliament, April 25, for the conversion of the three- 
per-cent. consols into securities bearing lower rates of interest, in- 
cluded the offer to the holders of consols of the option of exchang- 
ing 100 of them for 102 of two and three-fourth per cents, redeemable 
after 1905, or for 108 of two and a-half per cents, which the Lon- 
don Lconomzst describes as “not to be thus subjected to redemp- 
tion.” This means, perhaps, that the proposed two and a-half per 
cents are not to be redeemable at all; and that the Government, if 
it ever has the means to pay them, is to be left to take its chances 
as to the rates at which they can be purchased hereafter in the 
market. 

If the holders of consols agree to these terms, the annual saving 
of interest on /£ 1,000,000 of them will be £1750, if they are con- 
verted into two and three-fourths, and £2200 if they are converted 
into two and a-halfs, after making the necessary reduction of the 
sums required to sink the premiums allowed on the conversions. 
That the holders of consols will agree to the terms is made certain 
by the fact that the announcement of Mr. Childers’ plan was fol- 
lowed by such a rise in the price of the two and a-halfs now out- 
.Standing, and by such a fall in the price of consols, as will enable 
the Government to sell the proposed two and a-halfs in the market 
and apply the proceeds to the purchase of consols at a still greater 
advantage to the public treasury. 

The prospect arising from the proposal of Mr. Childers, and from 
the favor with which it was received in Parliament, that the rate 
of interest on the British debt would soon be lowered, led at once 
to a general belief that a fall in the rate of interest on all kinds 
of securities would follow. The market for securities on fixed terms 
of time rose immediately, as will appear from the following quota- 
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tions of prices in the London market just before and just after 
the announcement of the plan of the Chancellor of the Exchequer: 


April 24. April 29. 
British 23¢8....ccccccccccccccces 91 neces 93% 
DT Mice caewsdensoasasene 101% sia 103 
Victoria Colony 4s............. 102 ' er 103 
a io 107% eae 10844 
EEE Mv bccavesceccesvece 10054 10134 


Between the same dates, the prices of the ee bonds 
of the Great Eastern and of the London and Northwestern Rail- 
ways improved one and a-half per cent. The only fall was from 
102% to 1013 in consols which are menaced by a compulsory re- 
demption, if the holders do not agree to new terms. 

The course of things in England, which will be the result of a 
lowered rate of interest on its National debt, will be the same in 
kind as that which followed in this country the reduction of the 
interest of our National debt. It will be less in degree, because 
the reduction which is proposed in the English case is compara- 
tively small. 

As all the European money markets are intimately connected 
with each other, the prices of French and Italian ventes have risen 
in consequence of what is happening in London. The Italians are 
already discussing the possibility of effecting a reduction of the 
rates on their public debt. The French age less likely to make a 
movement of that kind, as their debt is all held at home and is so 
widely diffused among the people that the holders constitute a 
political force which Cabinets avoid offending if they can. 

While there is no open opposition to the plan of Mr. Childers, 
it is known to involve consequences disagreeable to many classes. 
What the British tax-payers save by a reduction of interest on the 
public debt, is so much lost by those to whom the debts are due, 
some of whom are by no means: rich. The savings banks in Eng- 
land, which are compelled by law to invest their funds in consols, 
will no doubt be obliged to reduce the rate which they allow to 
depositors from two and a-half to two per cent. The London 
Economist, which, while not opposing the Childers’ plan, is naturally 
in sympathy with those whom it injures, either directly or conse- 
quentially, says that “ mortgage rates may in time be influenced by 
the coming conversion,” and that “the reduction upon fixed in- 
come will be a hardship upon many a family.” 

The effects of a permanent reduction of the rate of interest upon 
loanable capital are many and important. It is conceivable, although 
not probable, that the reduction might go to the length of sens- 
ibly impairing the motives to thrift and saving, inasmuch as the 
power of capital to produce income is one of the most attractive 
of the features which induce men to submit to labor and self- 
denial in order to obtain it. On the other hand, the rate of in- 
terest is often so high as to give to loaned money so great a 
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share of the profit of operations as to take away any motive for 
engaging in productive enterprises. The actual rate will, however, 
not be affected by the views taken of it from different standpoints, 
or by the diverse wishes which men may have in reference to it. 
It 1s the law of supply and demand which governs the rate of in- 
terest, just as surely as it governs the prices of commodities and 
the value, in the sense of purchasing power, of money. And _ inas- 
much as under the conditions of modern civilization, it is the nor- 
mal tendency of capital, aside from extraordinary calamities, to in- 
crease much more rapidly than population, there would seem to be 
a tendency in the rate of interest to fall, until the fall reached a 
point at which the further accumulation of capital would be 
checked. This tendency in the rate of interest to decline would 
without doubt have been manifested in a more marked degree 
within the past twenty-five years, if it had not been checked and 
counteracted by the enormous demands for loans made by Gov- 
ernments for war purposes, notably by the United States, France 
and Russia. The two last-named countries have borrowed so much, 
that it would seem impossible for them to take on any more load 
of debt, and this country, while it could borrow more if it sees 
fit, appears to be determined to pay off what it now owes. 





THE DEVELOPMENT OF ITALIAN FINANCE.* 


[CONTINUED FROM THE JULY NUMBER. ] 

Such is the situation of Austria and of Russia, and such it was 
in the United States during and after the war of secession. In 
Austria the depreciation is not so considerable as it was on the 
average in Italy, because silver is the single monetary standard of 
Austria. Nevertheless this depreciation causes considerable losses. 
Thus, from the report of the railroads of Lom@ardy, it appears that 
in 1880 the company suffered from depreciation to the amount of 
7,331,131 francs, making impossible the declaration of any dividend. 
In 1882, the Fondiarza, an Italian insurance company, stated in its 
report, that the diminished depreciation produced a profit in Italy 
of 600,000 francs, which alone made a dividend possible. In Russia 
the loss on the paper rouble varies from thirty to forty per cent. 
Though Russia is very differently situated from Italy and Austria, 
this depreciation does much to retard the development of her im- 
mense resources. This explains the haste of the United States to 
repair the damages done to their economic situation by the war 
of secession and paper money. There was a time in 1864 when the 
premium on gold ran up to 85. In 1867, after peace, it was still 46%; 


* Adapted from the French of E. Fournier de Flaix in the Journal des Economistes. 
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having touched par in 1870, it went up again to 19.50 in 1873, 
and only disappeared at the end of 1878. At this time the United 
States had withdrawn all the paper money bearing interest and re- 
deemed four milliards out of the fourteen of the consolidated debt. 
It took them, consequently, over twelve years to do away with the 
depreciation, notwithstanding their extended resources and energetic 
Government. They stopped at no sacrifice, because they understood 
clearly the immense losses resulting from the depreciation. The 
misery Of India is due in part to depreciation. In India the depre- 
ciation does not proceed from paper money, but from the circula- 
tion of silver, exposing it to a disastrous depreciation in its rela- 
tions with nations having a gold currency. Though the cause is 
different, the effects are the same; they are a ruinous and crushing 
loss to production, a perpetual tax, for English and European debts 
must be settled in gold, while the debts due India are paid with the 
money of the country. 

The statesmen and economists of Italy understood the situation 
perfectly. They did everything possible to enable Italy at the earli- 
est moment to escape from the influence of the paper money and 
the depreciation. They resolutely abstained from military adven- 
tures, distant expeditions, useless colonies, extensive public . works, 
and from loans. They thought only of balancing the budget, know- 
ing well that this equilibrium was the first condition of the dis- 
appearance of the depreciation, and of lightening the taxes that 
weighed heavily upon people and production. Public opinion, with 
few exceptions, approved of their efforts. The most important in- 
terests of Italy were intrusted to a series of statesmen, worthy of 
all confidence, Messrs. Sella, Scialoja. Minghetti, Luzzatti, Magliani, 
to name those only that were occupied with economic questions. 
But neither the counsels of the economists, nor the wisdom of the 
statesmen would have been sufficient without a great effort on the 
part of the country; Italy made this effort, as is shown by her 
progress in the different branches of production from 1866 to 1883. 
This progress furnished the means of renovating the economic con- 
dition of Italy; and when this renovation was accomplished, the de- 
preciation disappeared of itself, because the economic condition was 
a guarantee that Italy no longer needed to have recourse to expedi- 
-ents, that she could dispense with anticipating the future by means 
of a circulation that was only a bill of exchange drawn upon fu- 
ture generations, that in 1883 she was able to meet the bill that had 
been drawn in 1866 and since. Thus in agriculture the cereals 
produced had increased to 104 millions of hectoliters; the oils to 
3,400,000 hectoliters; the wine to thirty million hectoliters; the silks 
to 2,300,000 kilogrammes. In 1867, France bought of Italy wines 
valued at 700,000 francs, in 1881 to the amount of seventy-two mil- 
lions. Industry had made great progress, notably the manufacture 
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of silk, cotton, wool, soaps, perfumery, porcelain and glass; coal, 
zinc, copper and lead mines had been opened. 

The commerce of Italy began to change its character. In 1866 
the imports amounted to 870 millions, against exports of 617 mil- 
lions, but in 1878 the exports balanced the imports, showing that 
the products of Italian industry were finding their way to foreign 
markets. One of the chief industries was that of silk and silk 
goods. From 38,ooco hundredweight of raw silk, cocoons, floss silk, 
and residue, in 1862, the exportation of silk had increased to 91,000 
in 1877. Two million spindles were in operation. There was the 
same progress in the manufacture of textile fabrics, and it was esti- 
mated that from 1870 to 1880 Italy doubled its looms ( 30,000 in- 
stead of 14,000), and raised its production of silk goods to forty- 
five millions, exporting to France, Austria, and the East. The in- 
dustrial population of Italy, calculated at three million souls in 
1860, appears to be at present about 4,500,000, and wages have on 
the whole increased in the proportion of 107 to 124. 

The railways increased from 1,472 kilometers in 1859 to 9,000 in 
1883. Navigation naturally participated in this progress, growing 
from sixteen million tons in 1866 to thirty-five millions in 1882. 

The results of this progress were shown by other and more gen- 
eral facts. Italian Government securities fell in 1866 to 41, 36, and 
in 1870 to 44, went up in 1872 to 71, fell back in 1874 to 59, and 
at the end of 1880 reached 89. Italy, without giving way, though 
severely tried, could support an increase or produce a surplus of 
taxes from 1862 to 1882 of 700 millions. 

While in 1862 the income from the direct, land and_ personal 
taxes amounted to 5.87 lire per head of population, the returns of 
1881 raise this average to 13.93 lire. The taxes on business gave 
in 1862 an average of 2.51 lire per head, and in 1881 6.31; and the 
taxes on consumption increased from 8.38 to 18.07 lire. The rev- 
enues of every kind of the provinces, from 1863 to 1879, went from 
30 millions to 77, and those of the communes from 279 millions 
to 829. 

Notwithstanding this increase of the public charges, the savings 
increased with great rapidity. In 1862 Italy had 443 mutual aid 
societies, with 121,598 members, and in 1878 there were 2,091 so- 
cieties, with 331,549 members. , 

But, of all the symptoms, the most satisfactory was and is, on 
one hand, the harmony between all classes of Italian society, and, 
on the other, the scientific direction of this whole movement by 
many intelligent and devoted men. Nothing is left to chance; the 
political and social mechanism is studied both on its good and 
bad sides; all the experiments of foreign countries are closely 
watched; the experimental method, that renewed the physical and 
natural sciences three centuries ago, is largely used to bring into 
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the foundations and entire structure of modern society, not the 
confusion or metamorphoses of fleeting caprice, but profound and 
lasting modifications, based upon accurate knowledge of the ideas 
and needs of the present time, its resources and bonds of union 
with the past. 

ABOLITION OF THE FORCED CURRENCY. 

The best proof of this scientific direction of the economic 
movement of Italy is afforded by the skill, prudence and consum- 
mate knowiedge of financial facts with which the operation has 
been conceived, prepared and executed. It was preceded by differ- 
ent investigations, and by a complete report from M. Magliani, 
Minister of Finances (November 15, 1880). In appearance the 
operation was simple enough. The thing was to procure for the 
Italian Treasury the specie necessary to redeem successively the 
State notes. A loan in Italian Government securities, which were 
quoted at 88.90 at the end of October, 1880, sufficed to bring in 
the specie. But besides the mechanical part of the operation there 
were Other more complicated and delicate questions. What por- 
tion of the circulation of the State should be redeemed? Ought 
the character of forced currency to be retained for the unre- 
deemed State notes and the bank notes in circulation? If not 
maintained as forced currency, should they be at least legal tender? 
Would not the equilibrium of the budget be broken by the pay- 
ment of the interest on the loan? Would it be easy to find a 
sufficient quantity of gold; and this quantity once obtained and 
put in circulation in place of the notes, could Italy keep it? With 
the balance of trade against her, a debtor abroad for part of her 
interest, would not Italy have to re-export the gold sent her? Al- 
ready in possession of a depreciated silver money, would not this 
money drive out the gold, just as the paper money had driven out 
gold and silver? What system ought to be adopted for the bank 
circulation, what limits and guarantees should be imposed? All 
these questions were taken up in the discussions of the press, 
both of Italy and of foreign countries. There were two opinions 
at once. The minority condemned the operation itself as beyond 
the strength of Italy; others declared that the progress made by 
Italy promised success, whatever might be the difficulties. Though 
these difficulties have not all been vanquished, events have justified 
the optimists. 

The Government made it a rule during the whole operation, 
the complexity of which it fully understood, to grapple with the 
difficulties only one after another as they came up. It relied upon 
the wisdom of public opinion and the resources of the country. 
The entire circulation amounted to about 1,665 millions. The Gov- 
€rnment thought that the redemption of 665 millions by the State 
would suffice; that the State might retain 340 millions of notes, 
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payable to bearer, as legal tender, but redeemable at sight, and that 
the circulation of the banks might be put at 660 millions without 
inconvenience. There was no exaggeration in these suppositions; 
they were based on the presumption that the Treasury might 
always have a metallic reserve of 100 millions and the banks of 200 
millions. 

The bill, proposed November 15, 1880, having become a law April 
8, 1881, the Government at once set about realizing the loan that 
was to furnish the indispensable specie. There was about this loan 
one uncertainty, which was exaggerated before and afterwards, and 
that was the doubt of procuring easily for Italy 600 millions in 
gold. The difficulty did not lie there however. The bankers knew 
very well how to take 600 millions in gold from the gold stores 
of the globe; this was accomplished without disturbing interna- 
tional relations; each State furnished its quota: Italy, 82 millions; 
the United States, 72; Germany, 68; France, 65; England, 50; Aus- 
tria, 37; Russia, 25. This fact is a powerful argument in favor of 
monometallism. All the calculations of the cambists were belied 
by the event. The difficulty came from the financial crisis of 1882. 
In July, 1881, Italy easily placed the first part of the loan at 
88.25, with a commission of one per cent. to an Anglo-French- 
Italian syndicate. In February, 1882, the Italian securities fell for a 
time to 83.50, and the second part, offered to the public in the 
month of May, was only subscribed for to the amount of one- 
fifth, Two months later the Egyptian crisis occurred, and the 
Italian Government bonds fell back to 83.50. In spite of these 
troubles the syndicate has honorably kept its engagements. 

Provided with the gold, the Italian Government, by a royal 
decree of March 5, 1883, fixed the twelfth of April for the cessa- 
tion of the forced currency. This, however, must be understood 
aright. The decree says, that the notes of fifty centimes, one franc 
and two francs shall be redeemed in fractional silver money; that 
the notes of five francs and over shall be redeemed in _ gold 
and silver legal tender, in fifteen cities designated, to the amount at 
first of 105,400,180 francs, and then from the resources of the Treas- 
ury; that all the notes of five and ten francs shall be redeemed 
within five years; that the notes left in circulation shall represent 
349 millions—240 millions in ten-franc notes and 100 millions in five- 
franc notes, and shall be convertible into metallic money in the cities 
authorized ; that a special office shall be intrusted with the issue of 
the State notes in circulation. Limiting the cities where the 
notes might be redeemed was a precautionary but needless meas- 
ure, 

The bank circulation has not yet been regulated by law, but the 
Government has proposed a bill whose chief provisions are known: 
the banks may increase their circulation in proportion as the State 
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diminishes its own; but this circulation is provisionally fixed at a 
milliard, with the condition that the paid up capital of the banks 
must represent one-third of the circulation. This figure may be ex- 
ceeded in proportion to the metallic reserves of the banks, of which 
two-thirds must always be in gold; the privilege of the present 
banks, without prejudice to new banks, is to be extended for thirty 
years from 1889; the banks may give up their privilege; ail their 
notes are to be interchangeable; but the Treasury is obliged to 
take the notes of each in the province only where the bank is es- 
tablished. Until this bill becomes a law, the legal currency of the 
notes of the bank of issue has been extended to December 31, 
1884. 
RESULTS OF THE ABOLITION OF THE FORCED CURRENCY. 

As soon as the abolition was voted, Italian exchange improved ; 
as the loan was given out, exchange weakened, and the deprecia- 
tion fell to three per cent. before the appearance of the decree of 
March 5, 1883. It has not increased since, but has not disappeared ; 
it oscillates between one and one and a-half per cent., according to 
circumstances, the slight premium on gold in all the markets, with 
a double monetary standard and the monthly statements of the 
Treasury or banks. As the greater part of the State notes has re- 
mained in the circulation, and as the whole will only be redeemed 
within five years, it is quite natural that there should still be a cer- 
tain depreciation. This depreciation will persist as long as the 
condition of the banks is not entirely regulated, since to them is 
finally to be confided the management of the circulation of Italy, and 
as long as Italy’s monetary situation is not clearly established for a 
sufficiently long period. 

The different provisions of the bill relating to the banks ap- 
parently respond to present necessities: no monopoly—unity of 
circulation by the exchange of notes—no general responsibility for 
other operations than the circulation—the actual circulation backed 
by capital paid up in the proportion of three to one—and by a 
metallic reserve of at least two-fifths; two-thirds of the metallic 
reserve in gold—the maximum circulation fixed by law for each 
bank, thus: the National bank 600 millions, the Bank of Tuscany 
90 millions, other banks 310 millions; without doubt, improvements 
might be desired; the guarantees of the banks of issue in England, 
the United States, and Germany, are more complete; one stipula- 
tion might be the formal guarantee of the ‘circulation by the 
stock-holders above the paid-up amount of their shares. At the end 
of October, 1883, the circulation and deposits of the Italian banks 
of issue made a total of 987,728 millions, covered up to 635,390 
by the metallic reserve and securities; the bills and advances may 
be considered as a sufficient guarantee of the rest. 

According to the statement of the Bank of France, on the twenty- 
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seventh of December last, it had a circulation of 2,946 millions; it 
owed on accounts current 605 millions, a total of 3,551 millions; 
its metal reserve amounted to 1,963 millions, ventes and reserves 
224 millions, total 2,187 millions; there was consequently a sum of 
1,364 millions, which was only secured by bills and advances: bills, 
1,081 millions; advances on bullion, 227 millions; to the State, 248 
millions. 

If the two statements be compared, it will be immediately rec- 
ognized that the circulation of the banks of Italy is quite as well 
secured as that of the Bank of France, and possibly better, because 
it is not so excessive. 

Is is not easy to know fully what the monetary situation of 
Italy is after so long a reign of paper money, the effect of paper 
money being to disorganize completely the monetary circulation. 
The metai stock of Italy is estimated in a general way at 800 mil- 
lions of gold and 400 millions of silver. It is thought that with a 
fiduciary circulation of 1,200 millions, the general needs of the cir- 
culation might be satisfied well enough for some years at least, 
considering the fine organization of the offices of compensation, the 
savings banks, popular banks, and different credit establishments 
which may help in business operations, as has been done in Eng- 
land. It is certain that a total circulation of 2,400 millions seems 
insufficient for ,a State, whose economic activity is developing as 
rapidly as that of Italy. Consequently, Italy, belonging to the 
Latin Union, has been supposed to intend asking for the continu- 
ance of the Union, and for an increase of the quantity of silver 
authorized to be coined. Although silver is not rising in price, and 
its metallic value is now more compromised than ever, in conse- 
quence of the production of the gold mines and the probability of 
new discoveries, Italy’s demand will probably be acceded to, but 
she will have only a moderate resource in this direction; it seems 
as if she would do better to authorize the great banks of issue to 
increase their circulation, securing it by an increase of capital in- 
vested in Government bonds, as in the United States, and by the 
obligation of guarantee imposed upon the stockholders. The idea 
of having bank circulation guaranteed by the stockholders, who 
profit by the circulation, is sure to make its way; on the other 
hand, the stockholders of the Bank of France are unique in the 
world, for, without risking anything but the one thousand francs 
once paid for a share now worth five times as much, they receive 
the profits on an excessive circulation, and this situation is sure to 
be done away with. The stockholder ought certainly to guarantee 
to the public the value of the instrument that brings him in so 
much profit. 

The Italian public has seconded the views of the Government. 
The demands for redemption were not very numerous. As every 
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preparation had been made to meet them, the public showed no 
undue haste, In the first few days the only serious demands were 
made in Sicily. From the fifteenth of April about 200 millions in 
specie were withdrawn from the coffers of the Treasury, of which a 
part was in fractional silver currency. This money has become 
abundant, which is a real advantage, because the fifty-centime note 
is as insupportable as the twenty-franc note is convenient. A part 
of these 200 millions has passed into the metal reserves of the 
banks. In any case the Treasury is able to meet all demands. 
There was some fear of a great exportation of gold up to the 
thirty-first of July last; specie amounting to 73,280,000 including 
27,700,000 francs of gold, had been imported into Italy, while only 
9,356,000 francs, including 4,100,000 of gold, had been exported, the 
movement having been just contrary to the predictions. 

In this whole operation the essential part of the question has 
always been neglected; the mechanism only has been considered. 
The essential part is the considerable improvement of Italy’s eco- 
nomic situation, her business development, immense emigration, the 
progress of her credit institutions, the more extended knowledge 
and intelligent practice of the most scientific methods. The rest 
is merely accessory, and will come of itself. While the Italian Gov- 
ernment was undertaking this great operation of the abolition of 
the forced currency, or rather the suppression of paper money, it 
was accomplishing another great reform, the suppression of the tax 
upon the grinding of grain. These are effective reforms, acts that 
do honor to governments. In the budget of 1883 the suppression 
of the grain tax made a hole of forty-seven millions, which has 
been filled up, and the budget of 1884 was prepared to show a sur- 


plus of seven millions. During the first eleven months of the year 


1883 the personal tax produced 145 millions, instead of 136; the 
customs, 390 millions, instead of 365; on the thirtieth of September 
last the imports showed an increase of 106,790,000 francs, and the 
exports an increase of 76,878,000 over 1882. 

Notwithstanding these results, which were partly accomplished in 
July last but have been manifested more plainly since, M. Luzzatti 
did not hesitate, in a communication made to the Soczété de Statis- 
tigue, of Paris, at the end of July, to ask whether they would be 
durable, whether the victory over paper money and depreciation in 
Italy was final. He remarked that Austria and Russia, much nearer 
Italy than France, were burdened with paper money, and thus far 
these two States did not seem disposed to give it up; that the de- 
preciation of silver was another cause of uneasiness, and that for 
the States under strict financial control, a circulation based upon 
silver alone was little more valuable than paper money closely 
looked after; he thought one of Italy’s desiderata was that Austria 
should decide to renounce the ‘paper money that really costs so 
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dear; but he did not venture to affirm that the gold stock of Eu- 
rope and America, and the production of gold, made it possible to 
guarantee to Austria the success of an operation similar to Italy’s, 
or to Italy the complete success of her operation. 

These considerations, which are not without foundation, show 
how difficult it is to be rid of paper money when it has become a 
habit and when engagements are to be kept. The operation under- 
taken by Italy has not been brought to a successful termination 
as yet, but there is no danger in saying that it will succeed, if the 
country is wise enough to avoid war and to issue no more bonds, 
There is a sort of fraternal relation between bonds and paper 
money, but bonds, whose interest is paid, fill the gaps that paper 
money only covers with depreciation. Hence the American idea of 
paper money bearing interest; for the great American Republic tried 
almost all possible experiments during the war of secession, and the 
best thing it did, thanks to a boundless and fertile territory, to an 
industrious people and an extraordinary immigration, was to give 
an example of respect for international engagements. Its credit is 
built upon a rock, and it possesses the most complete system of 
banks that has ever yet existed. 

Italy is on the same road, she is following in the same tracks; 
she is paying off her debts, and developing to an extraordinary ex- 
tent all forms of saving and credit. She is creating two instruments 
of power for the future. If to these instruments be added the force 
of the expansion of her population, and the practice, in economical 
and financial matters, of the most progressive scientific methods, 
it cannot be doubted that Italy will become in international mar- 
kets, a formidable competitor to nations, that with more natural 
resources shall have shown less prudence, or have more slowly taken 
up arms for economic strife, henceforth as serious as any other war- 
fare. 





THE FORESTS OF EUROPE.—There are about 34,000,000 acres of 
forest in Germany (of which 20,000,000 are in Prussia), bringing in 
an income of $50,000,000 per annum. The State forests are taken 
great care of in all parts of Germany, in Prussia alone $500,000 
being spent every year in replanting. The imports of timber ex- 
ceed the exports by over two million tons. Austria and Hungary - 
have upward of 43,000,000 acres of forest, but in Austria proper 
the State does not possess more than seven per cent. of the 
wooded area, and Austria is now obliged to buy most of her timber 
in Bosnia and Montenegro. Servia and Roumania have some very 
fine forests, but Italy, though her forest area extends over nearly 
14,000,000 acres, does* not do much in the way of timber trade, as 
the roads leading to the forests are so bad that it is almost im- 
possible to move the timber when it is cut. Much the same is the 
case with Spain, which has 8,500,000 acres in forest; while Portugal, 
which has only a million, finds a profitable market for her timber. 
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PRACTICAL BANKING.* 


DISCOUNTING. 


A common way of lending is on collateral security, that is, on 
bonds, stocks, warehouse receipts and other evidences of property. 
Within a few years the banks in the large cities have increased 
their loans of this nature enormously. They have done so partly 
because the purchase of paper from note-brokers has proved so haz- 
ardous. Within two years mercantile failures have occurred, from 
which some banks lost heavily in consequence of having large 
amounts of bought paper. One failure was that of a leather house, 
whose principal office was in Boston. The banks did not suppose 
before the failure that the house was floating such an enormous 
amount of paper. By making their notes, and giving them to note- 
brokers to sell, it was exceedingly difficult for others to form any 
judgment of the amount made and negotiated. After that failure, 
many barks concluded that if loans were made on collateral security 
their risk would be diminished. They believed that they were quite 
capable of judging accurately of the value of collaterals offered as 
security. Many of these loans are made on call, that is, the bank 
can demand payment immediately, or after one day’s notice. Loans 
on railroad securities as collaterals are regarded with favor by some 
of the most conservative banks. 

The New York Stock Exchange will not list any kind of stocks 
or bonds unless the instruments or evidences of them are engraved 
on steel plates. All railroad stocks are required to be issued at a 
transfer agency and registered at some well-known bank or trust 
company. This is to prevént a fraudulent over-issue of certificates. 
The principal New York City banks have the stock exchange tele- 
graph quotations in their banking rooms, and therefore are promptly 
informed concerning the current fluctuations of the market. On 
such securities, loans are made usually at the market value, less 
ten or fifteen per cent. of the par value. The fluctuations in these 
stocks thus pledged are carefully watched by a person in the bank, 
especially appointed for that purpose. It is his duty to demand 
either more security, or the payment of a part of a loan, in the 
event of:a decline in the-value of the security pledged therefor. 

In some States, for example, Massachusetts, the law requires that 
for a collateral to be good security when delivered to the bank, 
stock must be actually transferred on the books of the company 
which first issued the same. 


* This article consists of continued extracts from a work, now in press, on Practical Banking. 
by the editor of this Magazine. Copyright. 
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Another form of loan is that made on the security of business 
paper. Thus, a merchant having a number of small notes of his 
country customers, brings to the bank $15,000 or $20,000 of such 
paper, and asks, on the pledge of it, for a loan of $10,000, giving his 
own note at thirty, sixty or ninety days. This custom 1s more com- 
mon in Western cities than in New York. It is among the safest 
of business transactions, if ordinary care and discrimination are ob- 
served, for if the principal should fail, his estate will pay something, 
and the division of the remainder among several parties, with a con- 
siderable surplus beyond the amount, leaves the risk of loss very 
small. 

Such are the several ways of loaning the resources of a bank. It 
may be added, however, that fewer losses occur in loaning to regular 
dealers than in buying paper. Banks, of course, know more about 
them than about others not keeping accounts with them, and whose 
names may be unknown until the note-broker’s list is received. 

If a single director objects to a note offered for discount or pur- 
chase, the board generally will refuse to make the loan. If an ob- 
jection should be based simply on prejudice, the board probably 
would not respect it. But if a director should say, “I have a pretty 
good reason for not buying that paper,” his opinion would be con- 
clusive. Directors are chosen partly for the information which it is 
supposed they will throw on the condition of business, and especi- 
ally on that in which they are engaged. It is supposed that a di- 
rector knows more about the condition of persons engaged in the 
same business as himself, than the other directors, whose occupations 
are different. This is why their opinions have so much weight. 
Nevertheless, bank directors are not always disinterested in the per- 
formance of their trust. Not long since we heard the following 
story. A bank director, who was also a. member of the Produce 
Exchange in a large city, attended a meeting of the directors of 
the bank. Several persons, who also were members of the Produce 
Exchange, had presented notes for discount, accompanied with col- 
lateral securities, principally warehouse receipts for grain. When 
these offerings were read, one after the other, the director in ques- 
tion objected, maintaining that they were not as safe as they 
ought to be. When the entire list of offerings had been exhausted, 
a large balance remained unemployed. The director just men- 
tioned said if no better use could be made of it, he would take 
it though at a rate which was not very remunerative. His offer was 
accepted. Immediately he went to the persons who had applied for 
loans to his bank and loaned to them on the securities which they 
had offered. Of course he was not the typical bank director. 

Generally, directors are men of well-known integrity, and though 
too often neglectful in attending meetings, they freely give their 
best experience to the bank when they do attend. 
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Some directors attend meetings with regularity, and take a deep 
interest in the affairs of their bank. They seek to enlarge its sphere 
and to increase its gains. There are other directors .whose presence 
' is a surprise. A third class -appear irregularly, and sometimes are 

troublesome in their endeavor to learn concerning all the business 

done at the meetings when they were not present. They are usu- 

ally retained in spite of their ways for one reason or another. If 
7 they attended regularly, most of their questions would be unneces- 
sary. Time would be saved, and the temper of their associates 
would not be tried. In a large board of twelve or fifteen directors 
it is hardly possible to have unanimity on all occasions, and yet 
each director may fill his valuable niche in the institution. Each 
one, whether pleasant or disagreeable, whether regular in his attend- 
ance or otherwise, may through his wealth, or business relations, or 
knowledge, serve a useful purpose. At all events, they are usu- 
ally selected with care, and changes do not frequently occur. 

It has been said by a banker whose experience is worth heeding that 
it is one of the duties of the president to protect a dealer when he 
is unjustly assailed. To do this is also for the advantage of the 
bank. Beside the general results of the fair treatment of credit, there 
is this particular result, that the best class of customers which a 
bank can have consists of those whom it has nurtured from mod- 
erate to larger success, and whose experience has been all along 
linked in agreeable intercourse with its officers and directors. These 
are not easily seduced to open accounts with other banks; but 
they are faithful to their old friends and they introduce other 
dealers. 

The New York City banks do not discount paper that runs for a 
longer period than four months. This is the general rule. It is 
not always observed; but a man’s credit would be unusually good, 
or ample collateral security would be required, were a loan granted 
for a longer period. Some banks will take only first-class double 
name paper, that is, paper having the name of an endorser beside 
the maker, and would prefer to buy such paper, at four. and a-half 
or five per cent., to buying other paper just as good, perhaps, and 
bearing six per cent. interest. In any event, a risk is taken, and 
with the utmost precaution in making loans losses are not wholly 
avoided. 

One of the functions of a good bank manager is to ascertain, in 
every possible way, the financial condition of his customers. Every 
well-conducted bank has a book in which everything of importance 
pertaining to the credit, ability and character of their customers is 
noted. Papers are diligently read and reports scanned, inquiries are 
made of persons who are supposed to know about others; all 
kinds of business are investigated with care; occasionally a consid- 
erable sum is paid to an individual for making a special investiga- 


—_ we ws 
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tion into the affairs of a customer. Very often these investigations 
and inquiries must be made with great tact and secrecy. If a cus- 
tomer were to find out that he were under a telescopic investiga- 
tion, he might be offended, withdraw his account, and vengefully 
exert himself to injure the bank. On the other hand, no faithful 
bank manager should be negligent of his duties in this regard, 
No opportunity for inquiry should be neglected. The most success- 
ful bank managers are those who are most diligent in conducting 
these investigations, and in watching all these complicated movements 
of trade. 

Every bank should know as much as possible concerning each of 
its dealers, and the information obtained should be carefully re- 
corded and preserved. In a large business it would be impossible 
for any officer to remember the different terms and agreements and 
understandings had. with its various dealers from time to time, and 
therefore it is the practice of a systematic officer to write or dic-. 
tate to his stenographer, immediately after an important interview 
with a dealer, the substance of what has been said. Some banks 
have found that the most advantageous way is to have a very 
large scrap-book prepared, in which all records of conversations, 
statements of condition, agency reports, etc., etc. are pasted. 
The book should be made with numbered leaves, and with short 
stubs to which papers can be pasted, and with still shorter stub 
leaves to fill up the book, so that when it is full the back will 
not be broken. A voweled index separately bound should accom- 
pany such a scrap-book. Between each numbered leaf there should 
be room for, say, three of the shorter stub leaves on which papers 
could be pasted. These shorter leaves would be numbered 1, 2, 3, 
and the entry in the index would therefore be, say, as follows: John 
Smith & Co., Book No. 1, page (say) ;2:, which would mean that 
on section 2 of page 185, in scrap-book No. 1, there could be found 
a record of all that was known concerning John Smith & Co. A 
succeeding administration would therefore be able to know just 
about as much concerning John Smith & Co. as the officer who 
directed the entry. Of course, such systems as the foregoing re- 
quire systematic and regular attention, which usually cannot be 
given by either the cashier or president, and therefore a clerk must 
be employed for the purpose. In some large banks a young man 
is employed as a “credzt clerk,” whose almost exclusive duty is to go 
about in the various trades for the special information required, 
and record what is learned in the above-described bought paper 
books and dealers’ scrap book. 

Most large merchants outside New York City now make their 
notes payable there, and have regular accounts with the banks in 
that city. This is one reason why the banking resources of New 
York are so rapidly expanding. Another is because the city banks 
have unusual facilities for lending money. 
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Bank managers, as well as bank directors, are often importuned 
to make loans through friendship and other than strictly business 
reasons. For many years the title page of the BANKER’S MAGAZINE 
has borne the following words, uttered by a successful and eminent 
panker of Boston, Nathan Appleton: “No expectation of forbear- 
ance or indulgence should be encouraged; favor and benevolence 
are not the attributes of good banking; strict justice and a rigid 
perforinance of contracts are its proper foundations.” Notwithstand-- 
ing these plain teachings, many a bank officer, through sympathy 
and regard for friends and customers, has granted loans which were 
not warranted either by their condition or by that of the bank at 
the time of granting them. There are many occasions when a 
bank manager cannot easily determine what course is the most 
expedient. A considerate regard for the wants of a customer, ‘his 
ample security for the loan, the condition of the bank and of trade 
—these are circumstances which not infrequently render a decision 
dificult. Of course no extra lights can be provided for these ex- 
traordinary occasions. Human experience will not avail much at 
such times. If the bank manager does not comprehend the situa- 
tion, so much the worse for him and for all concerned; any les- 
son he might be likely to learn would come too late to be of any 
use to him. : 

Notwithstanding the length of this chapter, we cannot forbear 
adding the excellent “Suggestions to Managers of Banks,” prepared 
by Mr. Hugh McCulloch, when Comptroller of the Currency, on this 
very important subject of discounts. 

“Let no loans be made that are not secured beyond a reasonable 
contingency. Do nothing to foster and* encourage speculation. 
Give facilities-only to legitimate and prudent transactions. Make 
your discounts on as short time as the business of your customers 
will permit, and insist upon the payment of all paper at maturity, 
no matter whether you need the money or not. Never renew a 
note or bill merely because you may not know where to place the 
money with equal advantage if the paper is paid. In no other 
way can you properly control your discount line, or make it at all 
. times reliable. 

“Distribute your loans rather than concentrate them in a few 
hands. Large loans to a single individual or firm, although some 
times proper and necessary, are generally injudicious and frequently 
unsafe. Large borrowers are apt to control the bank, and when 
this is the relation between a bank and its customers, it is not 
difficult to decide which in the end will suffer. Every dollar that 
a bank loans above its capital and surplus, it owes for, and its 
managers are therefore under the strongest obligations to its 
creditors, as well as to its stockholders, to keep its discounts con- 
stantly under its control. 
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“Treat your customers liberally, bearing in mind the fact that a 
bank prospers as its customers prosper, but never permit them to 
dictate your policy. 

“Tf you doubt the propriety of discounting an offering, give the 
bank the benefit of the doubt and decline it; never make a dis-' 
count if you doubt the propriety of doing it. If you have reason 
to distrust the integrity of a customer, close his account. Never 
deal with a rascal under the impression that you can prevent 
him from cheating you. The risk in such cases is greater than 
the profits. 

“In business, know no man’s politics. Manage your bank as a 
business institution, and let no political partiality or prejudice in- 
fluence your judgment or action in the conduct of its affairs. The 
National currency system is intended for a nation, not for a party; 
as far as in you lies, keep it aloof from all partisan influences.” 


THE CASHIER, 


We have already said that every bank had a leading business of- 
ficial who was either the president, vice-president or cashier. The 
presidents of the country banks very generally perform only a few 
duties besides those required by law which cannot be delegated. 
Here and there may be found a president who is the real head of 
the concern. In the larger cities the president, in most cases, is the 
real manager, who is elected to act in that capacity, and on whom 
the responsibility and success of the bank depend. 

The cashier, unless there be a vice-president, ranks next to the 
president, and has certain specified duties to perform. These are 
mentioned in the law ugder which the bank exists. But from what 
has been already said, he may also be the real head of the bank in 
conducting its business, and this is often the case, especially in 
country banks, which form by far the majority of the whole number. 

His specific duties may be thus defined. He keeps a record of 
the meetings of the directors, at which he acts as secretary. The 
certificates of stock issued to shareholders are signed by him as 
well as the president, and so are the bank notes which circulate as 
money. Checks also drawn on other banks are signed by him, un- 
less absent, when they are signed by the president. Drafts and 
notes sent away to other banks are endorsed by him. These en- 
dorsements are stamped, and the following form is almost every- 
where used: 

, or order, 
for account of Arctic National Bank. 
| JOHN SMITH, Cashier.” 


The correspondence of the bank is conducted in the name of the 
cashier, and when his signature is alone required that of the presi- 
dent may be substituted, but the alternate substitution cannot be 











1884. ] PRACTICAL BANKING. 11g 


made. Formerly a cashier could hold no stock in his bank, and it 
was regarded an improper thing for him to keep his personal ac- 
count in it. The pecuniary relations of the president, also, toward 
his bank were the same. This is no longer the case. The cashier 
‘is usually a stockholder, and often a director. Under the National 
banking system, whereby personal liability to the amount of the 
stock is borne by everyone, if the cashier owns stock he is sup- 
posed to be more interested in the success of the bank than if 
he had no pecuniary interest. 

The cashier is appointed by the directors, and may serve for any 
length of time fixed by them. He gives a bond for ten thousand 
dollars, usually, for the faithful performance of the duties of his 
office, and which is signed by two sureties. Each clerk also gives a 
similar bond, and usually for the same amount. These bonds do 
not cover losses occasioned by misjudgment or neglect, but only 
fraudulent transactions. The requirement would be unreasonable to 
hold these officials liable for losses of every kind. 

The bondsmen are men of character and wealth. Their names are 
submitted to the board of directors, or to a committee appointed 
for the purpose of making whatever investigation may be needful of 
the bondsmen offered. If they do not approve of those offered, 
others must be procured. In the event of a loss, which the bonds- 
men must pay, it is divided among them equally. 

When an official has been promoted he must give another bond, 
as the existing one does not protect the bank in the event of a 
fraudulent loss occasioned by him after his promotion. Recently, 
several cases have come to light of negligence on the part of di- 
rectors in not procuring new bonds after making promotions. 
Frauds were discovered, the bondsmen were sued, but the courts 
decided that the bonds given simply related to the conduct of the 
principals when holding the offices named in the instruments. 

Although the cashier is appointed by the board of directors, and 
is amenable to them and within their power of removal, he is also 
the representative of the stockholders. If, therefore, the president 
or directors should attempt to use the funds of the bank in an il- 
legal manner, it would be the duty of the cashier to prevent them 
from doing so if possible. His salary, and also that of the presi- 
dent, is varied by the duties and responsibilities assumed. In the 
larger banks the president, when he is the real manager, gets from 
five to fifteen thousand dollars a year, and the cashier from five to 
ten thousand dollars. The country banks pay, perhaps, half these 
figures. These, however, are only crude approximations of the re- 
muneration received. 

As the cashier is the ostensible executive officer of a bank, he is 
presumed to have, in the absence of positive restrictions, all the 
power necessary to transact its business. Thus, in the absence of re- 
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strictions, if he should procure a dona-fide rediscount of any paper 
of the bank, his endorsement would bind it, because he has the 
implied power to transact such business. But he could not, by 
virtue of his official relation to his bank, bind it as an accommo- 
dation endorser of his own promissory note. Such a transaction 
would not be within the scope of his general powers, and if a per- 
son should accept an endorsement of that nature he could not 
recover of the bank, in case the note was not paid, without prov- 
ing that it specially authorized the cashier to make the endorse- 
ment. There is no presumption in favor of the delegation of such 
a power.* 

One of the first duties on reaching the bank in the morning is 
to attend to the correspondence. In some of the New York City 
banks this is very extensive. Formerly the letters were opened by 
the cashier, but now they are given to clerks appointed for that 
purpose. The letters containing cash items are retained by the 
tellers. Those which must be answered by the cashier himself are 
termed “special letters,” and are laid on his desk in the early part 
of the morning. These may be applications for discounts, proposals 
from new customers, orders for the purchase or sale of stocks and 
bonds, letters asking for advice concerning the standing of persons, 
opinions concerning the worth of certain bonds or stocks, or com- 
plaints concerning the conduct of the business of the bank. The 
answers are copied in a book kept for that purpose. 

The number of letters daily received by a bank having a large 
correspondence may be from two hundred to two thousand. Most of 
them are formal, containing a statement of enclosures, and can be 
easily answered. Printed letters are used in most cases both in send- 
ing such enclosures, and in acknowledging their receipt. Mere ac- 
knowledgments are not usually copied. 

All the checks received in the morning letters which can be 
sent to the Clearing-house are put in the package which is to be 
sent there, as will be éxplained hereafter. The amount thus re- 
ceived daily in some cases is very large, running into the millions. 

A cashier of one of the best-conducted banks in New York 
City has thus described the usual daily routine of his business. 
After examining a dozen papers to which the bank subscribes, he 
looks around to see that all the clerks are on hand and are pre- 
paring the exchanges for the Clearing-house. By a few glances he 
can tell whether the work is progressing satisfactorily. If a vacant 
place is seen, then it is presumed that a clerk is absent, and some- 
body must be found to supply his place. In the morning, almost 
all the clerks, except the bookkeepers and the heads of the depart- 
ments, are engaged in preparing the exchanges. In that bank the 

* See the opinion of Ch. J. Waite in Savings Bank v. Parmilee, U. S. Supreme Court, 
1877. 
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letters are sO numerous that a large force is necessary in order to 
get the exchanges ready in time, and a vacancy must be speedily 
filled if possible. Sometimes he is obliged to assist himself. If a 
clerk does not appear within ten minutes past nine he is regarded 
late. When late, a clerk is fined. 

The special letters are brought to the cashier, and those requir- 
ing immediate attention are answered at once; others at a more con- 
venient time. Then letters containing remittances are brought in 
from the bookkeepers. Those requiring special attention are laid 
on one side, and the instructions they contain are entered in a special 
letter book for the use of the corresponding clerk. For example, if 
an advice concerning a payment is requested, it is the duty of the 
corresponding clerk to make ‘the necessary advice. The last duty 
which the latter performs in the day is to examine his special letter 
book, for the purpose of assuring himself that all letters requiring 
special attention on his part have been answered. 

When the directors meet, as we have seen, the cashier meets 
with them. Besides, he examines loans secured by collateral, to 
reassure himself of the sufficiency of the security, or perhaps with 
a view of calling the loan, if the collateral that is securing pay- 
ment be of a kind which the bank does not wish to hold longer. 
He also examines the balance books. Such are the leading feat- 
ures of his daily business, interspersed with frequent calls and 
interruptions. The -afternoon hours are not so pressing, and the 
duties are more varied. 

When the money market is “easy,” the duties of a cashier are 
very agreeable. The departments of the bank move along harmoni- 
ously. The dealers call and transact their business, and.go away in 
good humor. Ii they want to get notes discounted this is done 
promptly. Very often social topics are pleasantly blended with 
their negotiations. But when the market shows signs of tightening, 
then these pleasant daily scenes are quickly changed. The amount 
of paper offered for discount is suddenly doubled, and the amount 
discounted is reduced one-half. Merchants are not satisfied with 
their usual preparations for future payments. They are determined 
to get more ready money, if possible, and eagerly demand more 
loans. These are the times that test the ability of the bank man- 
ager, and which prove his fitness or unfitness for his position. 

One of the duties of a cashier is to increase in every proper 
way the business of the bank. The banking business in this respect 
does not differ from any other. The profits in the business in 
most banks are made on the deposits. To increase these, there- 
fore, is the ambition of all concerned in the enterprise, and especi- 
ally of those who are the most active and responsible in its 
management. New accounts are eagerly sought. While, however, 
this is true, no well-conducted bank will blindly open an account 
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with any person. He must be properly identified and introduced, 
and his character must be ascertained. Some banks will not take 
the accounts of persons introduced by a clerk of their own, for the 
reason that it is possible for him to be a confederate in some 
plan with the introducer to defraud the bank. The clerk might 
be.enabled to give him a fictitious credit or in some way assist 
him in defrauding the institution. If, therefore, a clerk should in- 
troduce a customer, an additional introduction would also be re- 
quired. If he were a merchant, the introduction of another mer- 
chant would be needful. If the applicant were not engaged in 
business, he might present such facts as would satisfy the cashier 
concerning his worthiness without further investigation. If the 
cashier should decide to open an account with him, he would be 
required to sign his name in a book kept for that purpose. All 
that the applicant has said concerning himself, and whatever can be 
found out about him afterward, is recorded in a book which has 
been already described. 

It is not possible for the cashier to supervise the books of a 
bank personally, but he should look at them frequently enough to 
satisfy himself of their correctness. Clerks sometimes get careless 
and negligent, and may carry over their work from day to day, or 
portions of it, if they are not watched. A _ supervision of this 
kind is needed in order to maintain the best discipline. Without 
it, clerks too often become careless and inattentive and delay their 
work in various ways. A cashier should have an intimate knowl- 
edge of the theory of accounting maintained by his bank, so that 
when he examines any book he will be able at once to understand 
it. We do not suppose that every bank has such a cashier, but 
unquestionably it should have. Bank-booking is generally quite 
simple, and no very high order of ability is required to master 
it. Banks differ from one another in many details of doing busi- 
ness, but in no case are these difficult to comprehend. 
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SEIGNEURIAGE AND MINT CHARGES. 


The following article, read before the London Institute of Bankers 
by John Biddulph Martin, and published in their journal, contains 
several very interesting facts of a historical nature pertaining to this. 
subject. It possesses considerable importance, and is worth laying 
before our readers: 


The order of sequence of the papers relating to currency which 
I have had the honor of laying before this Institute has been for- 
tuitous rather than designed. Fad the trilogy completed by the 
present essay been deliberately planned it would, perhaps, have 
been more scientifically formal to consider—first, the conditions 
under which a metallic currency is issued; next, the conditions 
under which it circulates; and last, the paper currency by which it 
is supplemented. But, as in geographical discovery the exploration 
of great rivers has, in the majority of instances, been from the sea 
to their source, so it may be claimed as not altogether unreason- 
able to have discussed, first, ‘“‘ Bank Notes,” next, “Our Gold Coin- 
age,” and now, in the last place, to consider the rights and re- 
sponsibilites of the State towards its component members in the 
matter of converting into coin the bullion that forms throughout 
the world a recognized medium of exchange. So far as regards 
dealings in bullion, extremes may be said to meet; travelers in 
some remote parts of the East have related that they have been 
compelled to pay their way by a certain quantity of silver, ee 
rather at hap-hazard, off a bar of that metal; on the Gold Coast 
there is a currency in gold dust, and during the early days of the 
gold fever in Australia and California, the precious metal was not 
unfrequently bartered for commodities more immediately useful. 
On the other hand, we in the city are always engaged in endeav- 
oring to forecast the future movements of bullion as the ultimate 
adjuster of the commercial dealings between our country and for- 
eign nations. But between these two extremes lie the vast num- 
ber of transactions that are, or seem to be, settled in what we call 
money—which find their expression in pounds, shillings and pence, 
— which are, or are supposed to be, liquidated in coin of the 
realm. 

The right of coining money is claimed as a monopoly of the 
State; and though it is a proposition logically tenable that free 
trade should extend to the precious metals no less than to any 
Other commodity, and that caveat emptor should apply to the man 
who takes gold in payment no less than to the man who takes 
goods in exchange for it, no serious attempt has been made to 
place the right of coinage outside the limits of State interference. 
. The right, Een, of coinage vesting in the State, it is essential that 
the position of the State towards the possessor of bullion should 
be clearly and accurately defined; and it is no less important that 
the public should have precise and unequivocal knowledge of the 
quality and quantity of the coin into which that bullion is con- 
verted before it goes out into circulation. 
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It need hardly be said that the kind of metal that any nation 
may adopt as its medium of exchange is not fixed by any natural 
law. In our own case silver was long the metal which had the 
preference, and the purity of the silver coin of the realm was the 
subject of attack, more or less insidious, by Plantagenet, Tudor, 
and Stuart in turn. Edward III was virtually the first English 
monarch to strike a gold piece,t and it was not until long after 
his time that the more precious metal achieved a decisive suprem- 
acy. It is curious to note how emphatically on the side of silver 
were the highest authorities, even so late as the end of the seven- 
teenth century. Sir William Petty declared that “there can be but 
one of the two metals of gold and silver to be a fit matter for 
money. Wherefore, if silver be that one metal fit for money, then 
gold is but a commodity very like money. And, as things now 
stand, silver only is the matter of money.” 

Locke and Lowndes were of the same way of thinking. The for- 
mer, writing in 1695, says: 

“Gold is not the money of the world or measure of commerce 
nor fit to be so; yet it may and ought to be coined to ascertain 
the weight and fineness.” 

But Sir Isaac Newton, in 1717, endeavored to make a double 
standard, by readjusting the ratio at which gold and silver should 
be exchangeable. In 1774 silver was made legal tender by tale for 
sums of £25 and under only; in 1783 the double standard was 
again restored. In 1798 the system of 1774 was reinstated; and ulti- 
mately, in 1817, gold became finally the standard mediunr of ex- 
change. The changes in the fineness of the metal employed have 
been even more numerous, and it would be tedious to enumerate 
the successive degradations to which our silver was for centuries 
subjected; our gold coin itself has not been exempt from a cer- 
tain debasement, and in 1718 a pound troy of standard gold was 
coined into £46 14s. 6d., instead of £44 I0s., the rate at which it 
had previously been minted. Enough has been said to show that 
there is no ideal perfection in the weight or fineness at which we in 
England have apparently settled down without going farther afield 
to cite the differences that exist in the conditions under which the 
work of foreign mints is turned out. 

Yet, though there may be no natural law, no ideal ratio of con- 
vertibility between bullion and coin, it is obvious that this ratio 
must lie between narrow limits of practical expediency; it is equally 
evident that the scale, when once adopted, should not lightly be 
subjected to alterations, either surreptitious or open, at the arbitrary 
caprice of the Crown or the executive power. The confusion -that 
must inevitably follow will, of necessity, be most prejudicial to the 
commerce of the country, and it will only be remedied by the op- 
eration of the well-known Gresham’s Law, that the worse coinage 
will drive out the better, and the prices of all commodities, as 
measured in coin, will have to be adjusted to the lower standard. 

It has been remarked above that we have apparently settled down 
to our present standard, viz., a coin of gold eleven-twelfths fine 
(.916), and weighing 123.274 grains troy. It does not indeed seem 
probable that we shall see any alteration of these well-known and 
now time-honored figures; yet, at a time when the condition of 
our gold coinage is a matter of serious consideration among bankers, 
and when various remedies are being suggested for its restoration 
to a more satisfactory state, it is worth while to remember that 


* Political Anatomy, p. 347, Dublin_ edition, 
t See Memorandum by Mr. Hilton Price, p. 205. 
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only a few years ago a proposal to alter the Mint regulations ex- 
cited a most animated controversy. On the 6th August, 1869, the 
Chancellor of the Exchequer, (Mr. Robert Lowe, now Lord Sher- 
brooke) set a holiday-task to the House of Commons. His thesis 
may be broadly stated thus: “The price of an article is the price 
of the raw material, plus the price of the labor bestowed on it, 
and plus a reasonable profit; the Mint, hitherto, has given its la- 
bor gratis to the importers of bullion, and has made no charge 
for profit; let us henceforth take, say, one per cent. to cover these 
two items, taking toll to that amount of each coin, and the new 
coin of 122% grains will have as much purchasing price as the old 
one of 123% grains weight.” This theme for a holiday-task did 
not fail for want of expounders thereof, and during the remainder 
of the year a very pretty quarrel raged in the public press 
and elsewhere on this question of “Seignorage.” Not only mem- 
bers of Parliament, but professors, bullion-dealers, and practical ex- 
perts in the matter of foreign exchanges, bank directors and anony- 
mous writers descended into the lists and dealt their blows sturdily 
in all directions, until, as is not unusually the case, the battle be- 
came a well-nigh inextricable me/ée, and the main issue was almost 
obscured from the gaze of all indifferent spectators in the dust and 
clamor of the fray. It is remarkable that not matters of opinion, 
but of absolute fact, were hotly disputed; whether there was or 
was not at Brussels a smelting-house in which our heaviest coins 
were melted down; whether it did or did not pay to pick out such 
heavy coins and export them; whether our coins were or were not 
of a sufficient degree of fineness were no less matters of debate than 
the most abstruse theoretical problems. The dispute was further 
complicated by the introduction of the question of an international 
coinage, and even bimetallism and the double standard found a 
place in the controversy. The strife came to an end in time, ap- 
parently through exhaustion of the combatants, leaving the world 
in much doubt as to how the issue had gone, but at any rate with 
ample materials from which to extract each his own answer as best 
he might, to the questions which we have briefly to consider this 
evening, viz.: 

1. What is meant by Seigneuriage, or a Mint-charge ? 

2. By whom should it be paid? 
3. <0 what extent can it, or is it, expedient that it should be 
evied | 

I. What zs meant by Setgneuriage, or a Mint-charge——After what 
has been said above it will surprise no one that even the terms of 
the subject matter in dispute are not clearly defined or their ety- 
mology settled. As is often the case we have no English word to 
express our precise meaning, and the word in most common use is 
misleading. Enjoying, as we do, or are supposed to do (for this 
even is a matter of argument), the advantages of a free Mint, we 
are driven to a foreign language for a word significative of a charge 
or a State profit on the operation cf coining, and have no word 
of our own but “ Mint-charge” to express either or both of these. 
The French language is more versatile, and gives us “brassage,” 
meaning strictly the stirring in the furnace of the molten metals, 
and next the allowance made to the individual by whom the oper- 
ations of coining were farmed. “Seigneuriage,” on the other hand, 
indicates the feudal right of the “seigneur” to levy toll on the 
precious metal, as he might claim a handful from every sack of 
flour or of any other commodity that came into a market under 
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his protection. “ Seignorage,” “seigniorage,” “signorage,” “seigneur- 
age,’ are also found in use, but the two first of these are mongrel 
words, neither French nor Italian; and with regard to the two last, 
Littré (sub voce) distinctly states that they signify the quality or the 
authority of the seigneur. We may take it, then, that for our pres- 
ent purpose “brassage,”’ or “ mint-charge ’"—for the French word has 
not succeeded in acclimatizing itself among us—may be taken to 
mean the equivalent of the cost of coining; “seigneuriage” the 
charge made to cover profit also. 

II. By whom shonld the Mint-charge be patd ?—Before answering this 
question off-hand, we must determine for whose benefit money is 
minted, and for whose benefit it remains in circulation; and, first 
of all, what is the medium in which we are bound to discharge a 
contract. If A draws on B for £100 and B accepts the bill, what 
does A agree to take and what does B promise to pay? Sir Robert 
Peel, in introducing the Bank Charter Act of 1844, said: 

“ According to the ancient monetary policy of this country, that 
which is implied by the word ‘pound’ is a certain definite quan- 
tity of gold, with a mark upon it to determine its weight and 
fineness; and the engagement to pay a pound means nothing, and 
can mean nothing else than the promise to pay to the holder, when 
he demands it, that definite quantity of gold.” 

But Lord Overstone, writing in the 7zmes (Sept. 20th, 1869), says: 

“By the letter of the law, and by usage, the debtor has hitherto 
been. bound to discharge his debt in coin. Is it then consistent 
with justice and good faith to turn around upon the creditor and 
declare that his claim shall be sufficiently discharged by the tender 
to him of the raw material (bullion), instead of the manufactured 
article (coin )?” : 

The artificial nature of the majority of cash transactions, and the 
perfection to which our banking system has been brought, renders 
the question as to whose answer these high authorities apparently 
disagree, foto cavlo, an unfamiliar one. We discharge our obligations 
by a book-entry, a check, a bank note, in ninety-nine times out of 
a hundred; when we do pay in gold we use the coin as a token, 
careless of its exact weight or fineness, so long as we are satisfied 
that it has been issued from the Mint. We know that what we re- 
ceive as a pound we can pay away again as a _ pound, and. this 
seems to be the gist of the whole matter; we expect to receive, 
and are bound to pay that which has a certain amount of pur- 
chasing power at the time when the contract 7s made. This power 
may vary before the contract comes to be discharged; we may 
sell a hundred sovereigns for a hundred hats or sacks of flour to 
be delivered three months hence, and when the time comes the in- 
terchangeability of the commodities may have experienced altera- 
tions; but our contract is to deliver so much gold, and the mint 
mark is merely the brand that ensures the quality of the article. 
The system of “grading” is well known in other articles, such as 
iron, cotton, petroleum, &c., and the facilities which this system 
renders to commerce are well known. It is the interest, not only 
of cotton brokers, but of every one who wears a shirt, that the 
trade in cotton should be free from hindrance; it is the interest 
not only of those who use railways, but of the larger class who 
indirectly benefit by them, that there should be no impediment in 
the way of dealings in iron. But gold is an article more widely — 
used than any of the above; it is at the root of every interna- 
tional transaction in commerce, of every home trade operation, of 
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every act of wholesale or retail dealing. It can hardly be denied 
that even the humblest class, who rarely use gold coin, are benefited 
by its existence. If practical men do not agree with Mr. Herbert 
Spencer* in ignoring the operation of Gresham's law, and in advo- 
cating free trade in coin, it is probably because, as a matter of fact, 
the individual is in this case unable to protect himself. Those who 
contend for this extension of liberty rest their theory on the as- 
sumption that the maxim “caveat emptor” would sufficiently protect 
the individual who received gold in exchange for his goods; that 
he would examine the quality of the coin tendered to him, no less 
than the other party to the bargain would satisfy himself as to the 
quality of the commodities that he accepted, and that the prestige 
of certain brands of money would secure to them the preference; 
while the honest coiner would be keenly alive to his interest in de- 
tecting the manufacturer of an inferior and debased article. But 
this assumption ignores the fact that as ft is, even our home trade 
cannot be called absolutely free; were it so there would be no 
necessity for any adulteration laws. If the public were able to pro- 
tect itself, to discern between the evil and the good in such mat- 
ters as buying its bread, milk, and other articles of greater or less 
necessity, it would be a reasonable hypothesis that adulteration is 
merely a form of competition which might be left to the opera- 
tion of natural causes, since the result would inevitably be the 
survival of the fittest and best. But this i§ notoriously not the 
result which would ensue: the universal desire for health does not 
sufice to protect the public in selecting the most wholesome 
articles of food and drink, and it is beyond reasonable doubt that 
the no less widespread desire for wealth would not serve to direct 
its choice of the unadulterated coin. To test the exact weight and 
fineness of a piece of gold coin is an operation far beyond the 
resources of any ordinary individual, but for the expert it is a 
process that can be conducted to a nicety at an almost infinitesi- 
mal cost. It does not then seem unreasonable that the State, 
while claiming to supervise ex seigneur the quality of all samples 
of this exceptional commodity (just as in foreign markets we see 
legs of mutton and quarters of beef certified by the inspector’s 
brand ), should do so without cost to the importing individual. 
This, indeed, seems to have been, after all, the view of Lord Over- 
stone, who says, later on in the essay which is quoted above: t 

“Gold of fixed weight and fineness, certified by the stamp of the 
State, is the medium in which all money obligations are to be ad- 
justed . . . the sovereign is now a legal tender for the discharge 
of debts to an unlimited amount, because it contains the exact 
quantity of gold which the creditor is entitled to receive for his 
pound sterling.” ; 

It is less obviously apparent why our mints should work, as they 
notoriously do, for the benefit of foreign nations; Portugal, Egypt, 
Brazil use our gold coin as legal tender, and it circulates with im- 
mense prestige in almost every quarter of the globe; our sovereign is, 
in the words of Sir John Herschel,{ “a cosmopolitan coin,” and our 
legislation respecting it “has avowedly been to secure its univer- 
sality of acceptance .. . if it can be shown that we receive a 
guid pro guo in some form of National advantage in return for an 
exaggerated mint outlay, the money may be well spent.” 

From another good authority, Sir John Bowring,$ we learn that 
our “sovereign is the only representative of value that circulates 


* Social Statics, pt. 3, ch. xxix. t Zimes, Sept. 2oth, 1869. { Times, Sept. 2d, 1869. 
| Report Inter. Com., Appx. p. 327. § Report Inter. Com., p, 120. 
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in every mart. . . . Your franc changes, your dollar changes, 
your guilders change, your ducats change, but the pound sterling is 
always fixed; it appears to me to be a recognized cosmopolitan 
centre which regulates all the subordinate representations of value.” 

In view of such advantages as these, it is fairly open to consid- 
eration whether we do not obtain in the wide diffusion and pres- 
tige of the English sovereign an adequate guzd pro guo in return 
for the expense which we incur in placing the coin in the hands 
of so large a portion of the commercial world. 

III. Zo what extent ts tt possible or expedient that a mint-charge 
should be levied?—Together with this question we may consider 
another that is partly concurrent with it, Is the value of a coin en- 
hanced by the imposition of a seigneuriage or mint-charge? On 
this point the Chancellor of the Exchequer, twelve years ago, ar- 
rayed a considerable weight of authority on his side. Sir Dudley 
North, nearly two hundred years ago, expressed his opinion that 

“Free coinage was a perpetual motion found out whereby to 
melt and coin without ceasing, and so to feed goldsmiths and coiners 
at the public charge.” 

Adam Smith* says that 

“When the tax upon coinage, therefore, is so moderate as not 
to encourage false coining, though every body advances the tax, 
nobody finally pays it, because everybody gets it back in the ad- 
vanced value of the coin. . . . Neither the bank nor any other 
private persons are in the smallest degree benefited by this useless 
piece of public generosity (¢.¢. a free coinage ).” 

McCullocht says: 

“Coins charged with a seigniorage (szc.) equal to the expense of 
coinage do not pass at a higher value than what actually belongs. 
to them, but at that precise value; whereas, if the expense of coin- 
age be defrayed by the State, coins pass at less than their real 
value. A sovereign is of greater utility and value than a piece of 
pure unfashioned bullion of the same weight, because . . . it is,, 
owing to the coinage, better adapted for being used as money or in 
the exchange of commodities.” 

R’cardoft again says: 

“Although a given weight of bullion can never exceed in value a. 
given weight of coin, a given weight of coin may exceed in value 
a a weight of bullion by the whole expense of seigniorage.” 

nd, lastly, a quotation may be given from Mill§: 

“If Government throws the expense of coinage, as is reasonable, 
upon the holder . . . the coin will rise to the extent of the seig- 
niorage above the value of the bullion.” 

Against this weight of opinion we may place those of witnesses 
of no small practical experience who gave their evidence before the 
Royal Commissioners on International coinage in 1868: Mr. Bagehot, 
Mr. Goschen and Mr. Newmarch, with greater or less emphasis, de-: 
clined to indorse the opinion that the value of a coin could be 
raised fro tanto by the imposition of a seigneuriage. Mr. Newmarch 
put the matter in his own downright way: 

“The only meaning of value is the quantity and quality of gold 
in the coins I am to receive. If I lend this table to a man for a. 
week, and he shaves off six inches from one end of it and sends 
it back to me in that state, then it is not the table I lent him, 
it is a table six inches shorter.” (Q. 1,514.) 


* Wealth of Nations, Book iv., ch. vi. + Edit. of Adam Smith, Note ix., sec. 1. t Principles of 
Political Economy and Jaxation, chap. xxviii. § Polztical Economy, book iii., chap. ix., sec, 1.- 
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BANKING REFORM IN NEW YORK. 


In our July number we published the address of Mr. George S. 
Coe before the Clearing-house Association, on the urgent need of 
redress for existing evils in the — practice of this city. The 
three special abuses named were: I. The payment of interest on 
demand deposits. II. The crediting as cash checks on banks out of 
the city. III. The reception of large checks representing stock 
operations. These, and the clearing oi checks upon institutions not 
members of the association, are considered in the report below. 


The committee appointed by the New York Clearing-house Asso- 
ciation on June 4th, “to recommend such reforms in the practices 
of the associated banks as would render their business safer to the 
public and more equitable to each other,’ having made report, was 
increased at a subsequent meeting of the Association by three new 
members, and requested to consider further the whole subject. 

At a meeting of the Association, held on July 29, the following 
report was presented: 

That while they substantially concur in the recommendations of 
the committee in its previous report, they have endeavored to re- 
move some of the objections made during the discussion, so as to 
secure what they consider very desirable—a cordial and unanimous 
adoption of these reforms by the whole Association. 

The most important, and, in fact, the special reform which is es- 
sential to the efficient and harmonious union and co-operation of the 
banks in one association, zs the total abolition of the payment of in- 
terest upon current deposits. 

This reform has been urged upon the banks from time to time 
for more than twenty-five years, and it has always -received the 
most favorable consideration. Upon two special occasions, after 
violent financial revulsions throughout the country, like the present, 
it was adopted by almost unanimous agreement, and in each in- 
stance it failed of becoming a binding obligation only by the dis- 
sent of two or three members, whose active opposition was un- 
fortunately permitted to defeat the wishes of the very large majority. 

Your committee believe that the careful custody of money held 
in such a manner as to be always responsive to call, is itself suffi- 
cient compensation ‘to its owners and depositors, and that banks 
which carry their full proportion of the reserve cash of the nation, 
and at the same time preserve their assets in legitimate commer- 
cial securities, render a just equivalent, and furnish a perfect guar- 
anteg, for the trust committed to their care; and that any further 
consideration or compensation than this must be given either at 
the expense of the needful reserve or of the safety of the invest- 
ments. The proportion of cash to deposits, which, from long ex- 
perience, conservative institutions in, National commercial centers 
find it expedient to hold, is at least from one-quarter to one-third 
the amouat. It must be evident that, at the average rate of inter- 
est, this ratio cannot be maintained by any bank where compensa- 
tion is given for its deposits. 

The responsible duty of holding and maintaining the ultimate 
cash reserve of this great nation is especially imposed upon the 
associated banks in New York, and from doing its full part of this 
imperative duty no one can honorably escape. They are all so in- 
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extricably bound together by the daily transfer of portions of the 
nation’s deposits from one bank to another, by the difficulty of re- 
covering checks upon defaulting members after they pass through 
the Clearing-house, by the universal distrust which one failing in- 
stitution casts upon its associates, and by the urgent demand made 
upon the stronger, in time of trouble, to combine their resources 
for the protection of the weaker to avert public disaster, that an 
identity of interest is created by the very existence and necessities 
of this Association. This organization can, therefore, no longer be 
regarded as a simple place of meeting of bank officers, without re- 
sponsibility for, and utterly independent of and indifferent to, each 
other’s welfare and habits of business. These banks, as custodians 
of an interchangeable public trust, have practically, and ‘within cer- 
tain limits, become a federative community, with mutual responsi- 
bilities and obligations, and it is no less the privilege than the duty 
of the members to conduct their own business, and to scrutinize 
the practices of others, with a view to the stability of this Associa- 
tion and the welfare of the nation. 

This view of the mutual relation of members was fully recog- 
nized in the recent action of the Association, when they took pos- 
session of one of the largest institutions and discharged its liabili- 
ties to the public of some eight millions of dollars, and when they 
further agreed to participate in any loss by the issue of loan cer- 
tificates to that and to other banks; and also when they so changed 
the constitution as to permit official visitation and examination into 
the condition of members, and gave power to demand security for 
their exchanges. 

Powers so great and so important as these, which have been ex- 
ercised and concurred in by every member, are sufficient to show 
that this Association no longer regards itself as a simple meet- 
ing place for the exchange of papers, without further responsi- 
bility, but that it has become an institution of National .significance 
and value, competent to consider any question vital to its own interests. 

If the Association can thus promptly meet the necessities of a 
great financial crisis, it may certainly venture to urge upon its mem- 
bers the importance of such reform in their modes of business as 
they believe will tend to prevent such a crisis, and will enable them 
the better to meet one if it come. 

Although this has been the practical experience of the New York 
Clearing-house Association, and although in every great emergency 
since its organization it has proved itself possessed of vast capacity 
to benefit the country and protect its own members, yet it must 
ever be kept in mind that ¢hzs zs simply a voluntary Association, 
subject to dissolution by a vote of the majority, and subject also to 
the withdrawal of members at their own pleasure. From the nature 
of the business, no bank, however prosperous, is so independent of 
all circumstances, that it may not on some special occasion find it 
convenient to seek the aid or the consideration of its colleagues. 
A solemn obligation, therefore, rests upon every one, to concede 
something to the common good. If the measure now proposed 
should, upon trial, prove erroneous, it may be revoked as readily as 
it is adopted. 

With the rapid growth of this nation it is more and more im- 
portant that this commercial depository be always kept specially 
strong in cash reserves, and be prepared to meet any sudden exi- 
gency that may arise within our vast domain. When the intention 
to do this is distinctly declared by the associated banks, by their 
abolishing the payment of interest upon deposits, and by thus re- 
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moving a great cause of weakness and of alienation among them, 
your committee believe that capital will be attracted to this city 
and to this associated body, as a place of special security. Thus it 
has proved with those members who have tried it. If a small 
proportion of the deposits hitherto secured by purchase be conse- 
quently drawn away to other institutions within this city, or to 
other places without it, that which remains will be more perma- 
nent and reliable, and will be sufficient to make our business safer 
and more profitable than before. 

If it result in the retention of a targer cash reserve by interior 
banks, or in the withdrawal of those funds which are particularly 
subject to alarm, and which betray the depositaries into questionable 
temporary loans, it can be no cause of regret to the banks, nor to 
the nation. 

The present occasion seems to your committee most opportune for 
this reform. The subject has been ripening in this Association for 
more than a quarter of the century. . The business of the nation 
requires the financial support which this united and compact body 
can give it, and the experiment, if it be an experiment, ought now 
to be fairly and honorably tried. 

To their special and important recommendation of ceasing to pay in- 
terests upon deposits, your committee have added but one more, viz. : 

That of confining the use of the Clearing-house exclusively to its own 
members. 

Hitherto, the practice of permitting exchanges through members 
of the Association, of checks drawn upon parties not members, has 
freely given every facility enjoyed by those who carry the burthens 
of the banking business to those who do not, and who neither 
fairly participate in its expense nor in its responsibilities. Such 
parties, therefore, possess advantages superior even to banks who 
created and who sustain the institution. 

In order effectually to secure the object of strengthening the 
Association, as proposed in the first recommendation of your com- 
mittee, it is manifestly necessary to withhold gratuitous facilities 
from active outside competitors, who would otherwise use our own 
appointed instrument, to subvert the object we have in view. If 
desired, every legitimate depositary possessed of the needed requi- 
sites and responsibility, may find entrance into the Clearing-house 
subject to the same conditions and restrictions as are imposed upon 
existing members. More than this cannot be justly required, and 
less will not afford adequate protection. 

In respect to fhe subject of recetving upon depostt as cash, checks 
drawn upon places out of this city, your committee have thought it 
inexpedient now to make special recommendation; but they suggest 
that a separate and special committee be appointed to investigate 
this question, and also to advise whether an arrangement could not 
be made through the Clearing-house, to secure some safe and 
prompt clearing of such checks, which will accrue to the benefit of 
all banks in the Association. 

Finally, your committee cannot disregard the just complaint of 
the banks respecting the large volume of checks which arise from 
transactions in the Stock Exchange, and which embarrass them in 
their dealings with each other and greatly inerease the risks of 
the Clearing-house. The committee, however, content themselves by 
the simple expressien of the wish generally entertained among the 
banks, that some arrangement may be made by the parties interested, 
to establish a special Clearing-house for stocks, so that these large 
checks may be abated. 








& 


132 THE BANKER’S MAGAZINE. [ August, 


With these general remarks, your committee present the follow- 
ing summary : 

First. That no member of the New York Clearing-house Associa- 
tion shall pay interest upon, or allow compensation for deposits after 
the first January, 1885. 

Second, That to secure uniformity in the business of the banks, 
no checks shall pass through the Clearing-house except those drawn 
upon members of the Association. 

Third. That any infraction of the above rules shall be regarded 
as a forfeiture of membership of the Association, subject on com- 
plaint of any member, to investigation by the Clearing-house Com- 
mittee, in the manner provided in the Constitution. 

Fourth. That the Association recommend that some mode of 
settlement of transactions at the New York Stock Exchange be 
adopted, whereby the large volume of checks which now pass 
through the Clearing-house from that business, may be diminished 
or avoided. 

Fifth. If these measures be adopted by the Association, that the 
committee recommend the same to Clearing-houses in Boston, Phila- 
delphia, Chicago and other cities. 

All which is respectfully submitted by the committee: 

GEO. S. COE, (Pres’t American Exchange Nat’l Bank). 

GEO. H. Potts, (Pres’t Nat’l Park Bank). 

‘7 JAY Kwnox, (Pres’t Nat'l Bank of the Republic). 

. L. EDWARDS, (Pres’t Nat’l Bank of the State of N. Y.). 

—— T. WOODWARD, (Pres’t Hanover Nat’l Bank). 

. A. PALMER, (Pres’t Nat’l Broadway Bank). 

Wo. L. JENKINS, (Pres’t Bank of America), 


A minority report, dissenting from the above, was as follows: 

The undersigned member of the committee appointed June 4th, 
1884, and continued on July 8th with three members added “to 
enquire if the methods of business (in respect especially as to 
payment of interest on deposits and the receiving of checks on 
out of town places as cash) as conducted by the several members 
of this Association are uniform, etc.,” begs leave to report as the 
result of his individual enquiry: 

First. That the vital principle of the business of banks of de- 
posit and discount, lies in the gathering together of temporarily 
idle funds, into a center where they can be made useful for the 
common good; that the payment of interest and negotiation of 
exchange, drafts, checks, etc., have been among the means em- 
ployed for this purpose from time almost immemorial, by all com- 
mercial nations and communities; and that the methods of business 
as conducted by the members of this Association in this respect 
are substantially uniform, sixty-nine out of seventy-two banks in 
this city paying interest and all receiving checks on out of town 
places as cash for deposit. 

Second. That the infinite multiplicity and variety of the combina- 
tions and complications, which arise in the transactions of the 
business of a great commercial country and a great commercial 
city, between banks and their correspondents; the intimate confi- 
dential personal relations between banks and their individual cus- 
tomers, make it absolutely necessary that there should be the 
utmost possible freedom of action between them; that a faithful 
compliance with our National and State laws will secure perfect. 
safety for all. 
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Third. That the total abolition of the payment of interest upon, 
or allowance of any compensation or consideration in any form, 
directly or indirectly, for deposits; as also the receiving of checks 
or drafts on other cities as cash by an agreement of this Associ- 
ation, would be productive of great and lasting injury to the city 
of New York, endangering and retarding its commercial prosperity 
and also to the United States; that such an agreement is imprac- 
ticable, and if made would be found impossible of enforcement by 
the Association, or execution by its individual members. 

It is therefore respectfully recommended that the further con- 
sideration by this Association of these matters be indefinitely post- 
poned.—Respectfully submitted, O. D. BALDWIN. 





7 


BANK LOSSES—HOW CAUSED AND THEIR CONSE- 
QUENCES. 


At the annual meeting of the stockholders of the Merchants’ 
Bank of Canada at Montreal, in June, the report of the Board of 
Directors was followed by an address by the general manager, Mr. 
George Hague. In this address Mr. Hague reviewed the commer- . 
cial events of the past year in their relation to banking prosperity, 
and pointed out many of the evils to which over-production, the 
expansions of credit, and speculation had led. He then alluded to 
a subject which is sometimes misunderstood by bank  stock- 
holders, viz., that of the losses suffered by banks generally. The 
suggestions of this experienced and sagacious manager are well 
worthy of consideration by bankers everywhere. 


The profits of our banks do not differ so very largely from one 
another, and if their resources are well employed at a good rate of 
interest, with a reasonable allowance to depositors, they can be 
maintained with some steadiness. But losses are a different matter. 
No calculation as to future dividends, bonuses, &c., in any bank can 
be made without taking this element into account. Paradoxical as 
it may appear, it is the losses of banks that finally determine what 
their dividends and bonuses shall be. And the value of a large re- 
serve fund, among other things, is this, that in a year of excep- 
tional losses there shall be a reserve of former profits to fall back 
upon. 

The losses of banks here generally are very much in excess of 
those suffered by banks in Great Britain. I know of banks there 
who have done a large mercantile business through a long succes- 
sion of years in both good and bad times, whose losses would not 
average more than one-fifth of those suffered generally by Canadian 
banks. Why this is so is a very fair subject of enquiry. The heavy 
losses suffered by the banks oi Canada have often been a subject 
of serious reflection to me. I do not know that bankers here are 
much inferior to their brethren in England in ability. Nor do I 
think, taken as a class, they would be less cautious in the same cir- 
cumstances. But undoubtedly there is a difference in the mercantile 
tone of their customers. There is a difference, too, in their mode 








134 THE BANKER’S MAGAZINE, [ August, 


of dealing with bankers. If a customer borrows money from a bank 
in England, he expects to be called on to give good solid security 
for it. He never dreams of taking offence at this; he knows his 
bankers will not share his profits; he does not, therefore, expect 
them to share his losses. There is an immense difference, too, in 
the character of the “ customers’ paper,” or business bills offered 
to the banks here and in Britain. Such bills there are invariably 
for goods sold and delivered. If a merchant should offer to his 
banker bills which, though looking like bills for goods sold, are 
really based on nothing, he would be branded as little better than 
a forger. That is the feeling about such matters in England. In con- 
sequence of this, losses by trade bills are reduced to a mere fraction. 
In addition to this, if the law is broken and fraud committed, the 
guilty party knows he may expect punishment. A former Liverpool 
merchant is in prison at this moment under a long sentence for vio- 
lating the provisions of the law respecting bailee bonds. Now, it is 
not reasonable to push comparisons too far, and we cannot expect in 
a new country like this to have matters exactly as they are in Eng- 
land. But I must say it would be a great blessing to bank stock- 
holders if the ratio of losses could be diminished somewhat, so as to 
approach more nearly to the English standard; and anything I say 
at present is simply with an endeavor to bring about this desirable 
end. In ascertaining the cause, it is possible that the first step 
towards a remedy may be found. One cause of the heavier rates 
of losses in Canada is this, the great readiness of persons in this 
country to enter upon speculative enterprises on borrowed capital. 
There can be no doubt that one bad feature of our mercantile 
life is the recklessness with which men use borrowed money. 
There seems to be a mischievous notion abroad, also, that it is 
perfectly fair to put the loss of speculative enterprise upon the 
bank lending the money. The bank is never offered a share of the 
profit, if profit is made; but if a loss is suffered it is the bank 
must bear the burden. And after paying interest to a bank for 
years—simple interest on money borrowed—a person will reason 
that, as the bank has made a large amount of money out of him 
it ought to bear the burden of loss, if loss is suffered. A more 
dishonest mode of looking at things there cannot be. Yet we 
find it prevailing. It might be expected that men would be more 
careful about losing the money of other people than about losing 
their own; but the very contrary is the fact. There is, too, an 
idea abroad that a bank is a rich corporation, and that for this 
reason it can better afford to bear a loss than its customer. The 
truth is, that the bank simply consists of a number of gentlemen 
like yourselves, along with not a few persons of small means and 
narrow income, including widows and the children of deceased 
stockholders. It is these that suffer the losses which are inflicted 
upon banks. Yet a borrower who, by his folly or extravagance, 
loses all a bank lends him and more, will console himself by the 
idea that it is only a rich corporation that has suffered. The rem- 
edy is for banks to be more chary of their money. Why should 
they furnish men with the means of ruining themselves? A _ bank, 
we will say, may safely lend a certain firm the sum of $10,000 or 
$20,000, and get good security for it; but if, in an evil hour, they 
are tempted to lend $80,000 or $100,000, the borrower may very 
probably be ruined by it. He could find good security for the first 
sum. It is most likely impossible for him to find as good security 
for the increased amount. And here comes in another evil ele- 
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ment, viz., the competition between Canadian banks. A trader who 
has done well on moderate’ borrowings is seized with some specu- 
lative mania, and wants to double or quadruple his business. Of 
course he must borrow a large additional amount. If his own 
banker demurs he goes to another. In the eager competition for 
accounts and business, applications for large loans are, as a rule, 
readily listened to. If the application is entertained, the customer 
will probably inform his own banker, and the fear of losing busi- 
ness may probably move the banker to accept risks which he 
knows are dangerous. In the eyes of some persons the bigger the 
amount borrowed the more desirable the account is for the. bank. 
The big loan means, for a time, a big return of so-called profits. 
Managers of branches are specially liable to be misled by this. 
But the heavy liability to loss that accompanies it is forgotten. 
Persons of a sanguine turn of. mind constantly make mistakes in 
this direction. Thev have realized, we will say, a certain profit on 
a line of business well within their hand. They think, if they can 
double the business, they can make double the profit. They are 
then tempted to double the size of their mill or their store, to buy 
double the quantity of limits or land, to double their stock in trade, 
and to double the amount borrowed from the bank. But it is for- 
gotten that all this means a double burden of interest, twice as 
much debt, doubled risks on credit sales, and double competition. 
The result not unfrequently is, that instead of doubling his profits, 
a trader makes no profit at all. In addition he often finds him- 
self plunged into embarrassment in consequence of the load of 
debt he is carrying. One of the most prosperous of the rich men 
of this country told me he ascribed his prosperity mainly to this, 
viz., that he increased his business only as his capital increased. 
The contrary habit has to do with a large part of the failures of 
merchants and the losses that befall our banks. Merchants in Can- 
ada are far more prone to outside ventures and speculations than 
those in England. There are also few failures here with which this 
element has not to do. There are great facilities for such outside 
ventures here. But certain am I that, on the whole, no money is 
made by them, and much is lost. I have already referred to the 
widespread losses suffered by people who have dabbled in Manitoba 
lands. But this is the ordinary experience with such ventures. 
The man who sticks to his business, and looks to that, and that 
only—as a source of money-making—he is the man who comes out 
best in the long run. Of course, when a trader has acquired a 
large capital, and to employ or invest it, puts his money into an 
outside enterprise, he may risk the loss of it without detriment to 
anybody. The outside ventures I have referred to are those carried 
on with borrowed money. Often such ventures give rise to decep- 
tion in order that they may be concealed from a banker. When an 
honorable tone is once broken down it is hard to recover it. And 
these ventures are seldom wound up without the banker suffering. 
I may be pardoned for stating, as another cause of bank losses, an 
unreasonabie extension of bank branches in this country. Competi- 
tion for business, both in our towns and cities, is far beyond any- 
thing known in England. Towns which there would have one or 
two banks, here have four or five. The cities of Montreal and Tor- 
onto have each more banks than Liverpool, though Liverpool has 
at least ten times as much business as either of them. There are 
more banks in Winnepeg than there are in manufacturing towns 
in England of 250,0co. inhabitants, which do business with every 
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part of the world. Banking business is, consequently, pushed 
amongst us, as if such a thing as losses had never been heard of, 
Men are sometimes appointed solely for what is called their “ pop- 
ularity,” and lending powers are committed to them, enabling them 
to be on the best of terms with all the speculative spirits of the 
neighborhood. The game goes on, pleasantly enough for a time; 
but disaster almost invariably follows. The unfortunate feature, 
however, is that the loss is not confined to the offending bank, 
Other banks and their customers are made to suffer for the folly 
of their neighbors. But the root of nearly all of our bank losses 
is that loans and credits are too large. In the town in which my 
early years were spent, a rigid rule prevailed amongst all the banks 
as to the ratio between a customer’s yearly business and the 
amount of credit allowed him. I believe if the rule then prevalent 
were adopted generally in Canada, many of the loans granted by 
banks to their customers would be cut down one-third, and some 
considerably more. Our customers might think that they were hardly 
used if this ratio were adopted, but they would be well satisfied 
with the result. In the first eleven years of my banking life, in a 
busy manufacturing center, I do not believe there were eleven 
failures amongst the circle of our customers during the whole time. 
And I know that the losses of the bank from that time down to 
this have not averaged one-half of one per cent. per annum on its 
capital, taking in bad years as well as good ones. When we can 
arrive at that happy condition of things in Canada we shall have 
reason for congratulation. This is the real reason why bank divi- 
dends are so much higher in England than here. Very few pay 
less than ten per cent., while the majority pay over twelve per 
cent., and many go on steadily year after year paying fifteen to 
twenty per cent. The secret is not so much greater profits as 
smaller losses. I do not see why, with a better understanding between 
banks, we may not approximate closer to this condition of things 
here. The power to obtain unreasonable credit is much facilitated 
by the mischievous practice of borrowing money and discounting 
bills at two or three banks. To imagine that this is good for the 
borrower ‘is a delusion. In confirmation of this I may say that in 
every failure of importance in this city it has transpired—I think 
with scarcely an exception—that more than one bank account was 
kept. And I am bold to say, from my knowledge of the circum- 
stances of some of these failures, that had they kept but one ac- 
count they would not have failed at all. If the banks of the Do- 
minion could arrive at that common understanding among each 
other that prevails in Scotland, I am persuaded that the result 
would be a large diminution of failures and losses, both to the 
mercantile and banking community. The evils of over-competition 
were severely felt there some years ago. It was agreed, after full 
discussion, that a committee of the different banks should revise 
the whole field, and decide which banks were to withdraw from 
certain towns or localities. The result was a large diminution in 
the number of branches, a decrease of competition, much reduced 
facilities for reckless borrowing, far greater security for prudent 
traders, and a lifting up of the whole mercantile tone of the com- 
munity. If Scotland wanted this some years ago, I am certain that 
Canada wants it far more at present. It is to be hoped, for the 
sake of the mercantile community and of the banks also, that some 
arrangement for mutual understanding and joint action may be ar- 
rived at, by which reckless competition, with all its attendant evils, 
may be put an end to in Canada. 
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TREASURY NOTES. 


In the July number of the Magazine we noticed the recent his- 
torical work of John Jay Knox pértaining to the various issues 
of paper money by the United States. The following article is 
drawn from that work. 


“At the date of the adoption of the Constitution,” writes Mr. 
Knox, “the issue of paper money in any form was popularly re- 
garded with aversion. ‘The experience ot the colonists with ‘bills 
of credit,’ as paper money was then called, had been fraught with 
loss and political disturbance, and the experience with like issues 
by the Continental Congress had so affected the minds of the 
wisest and best men of that time that to the Federal Convention 
the general feeling was one of almost bitter opposition to granting 
the power to emit bills of credit to the new government.” The 
author further adduces the fact that from 1791 until 1812 “the 
method of raising funds for the Government by the issue of ‘bills of 
credit ’ was not even suggested.” ‘ 

Before the Revolutionary War paper money was issued to a 
greater or less extent by each one of the thirteen colonies, Massa- 
chusetts taking the lead in 1690, to aid in fitting out the expedi- 
tion against Canada. Similar issues had been made by New Hamp- 
shire, Rhode Island, Connecticut, New York and New Jersey 
previous to the year 1711. South Carolina began to emit bills in 
1712. Pennsylvania not until 1723. Delaware followed the example 
in 1734, Virginia in 1755, and eGeorgia in 1760. Thus it appears 
that a privilege, somewhat grudgingly accorded, it is true, to the 
colonies by the mother country, was withheld from them as indi- 
vidual States; “and wisely, too,” said Alexander Hamilton, by the 
Federal Constitution. 

But the English Government did not view this independent finan- 
ciering of the various colonies with complacency. In 1740 Par- 
liament passed a bill to extend the act of 1720, significantly known 
as “the Bubble Act” to the American colonies, with the intention 
of breaking up all companies formed for the purpose of issuing 
paper money. Under this law the Land Bank and the Specie Bank 
of Massachusetts were compelled to close their business, to the. 
great dissatisfaction of the colonists. The action of Parliament 
was not altogether unreasonable, since in 1748 a hundred pounds 
in gold were worth eleven hundred pounds of the depreciated paper 
money of the Massachusetts banks. 

The first issue of continental money was made in June, 1775, and 
maintained its face value for a whole year. In two years these 
notes had fallen to fifty per cent. of their nominal value, to 
twenty-five per cent. of it in three years, and in nine months more 
to ten per cent. of their par value.- In September, 1779, paper 
money was at ninety-five per cent. discount, and though Congress 
had determined that the total issues should not exceed $ 200,000,000 
the value of gold as compared to paper money in 1780 was as 
forty to one. The proportion finally reached 1,0co to one in Vir- 
ginia, shortly after which continental paper money ceased to have 
any value whatsoever. 
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The eighth clause of the first section of the seventh article of the 
Constitution, as presented for the consideration of the convention 
held in Philadelphia, on May 14, 1787, read originally as follows: 
“The Legislature of the United States shall have power to borrow 
money and emit bills on the credit of the United States.” It now 
reads, as amended: “The Congress shall have power to borrow 
money on the credit of the United States.” Then and there the 
question of making bills of credit issued by the Government a 
legal tender was for the first time brought under discussion, and 
9 ne again brought up in Congress until the legal tender acts 
of 1862. 


During the debate in 1787 Gouverneur Morris of New York, 
moved to strike out the words in the original ciause: “and emit 
bills on the credit of the United States.” His argument was: “If 
the United States had credit, such bills would be unnecessary; if 
they had not, unjust and useless.” Madison asked whether it would 
not be sufficient to prohibit the making them a tender; but Mor- 
ris, in reply, urged that striking out the words would still leave 
room for the notes of a responsible minister, which would do all 
the good without the mischief. The words were finally stricken 
out. nine States voting aye; two—Maryland and New Jersey—voted 
in the-negative. 

Scarcely twenty years had passed, however, after the adoption of 
the Constitution before interest-bearing Treasury notes were issued. 
They were resorted to in the second war with Great Britain, and 
were issued in the years 1812, 1813, 1814 and 1815. They were not, 
however, intended to circulate as money, and were retired as soon 
as possible when the emergency was passed. The crash of 1837 and 
the Mexican war also gave occasion for temporary issues of Treas- 
ury notes, but it was not until the war of the Rebellion that the 
subject became of first importance, and then for the first time the 
legal-tender quality was suggested, and with the rapidly succeeding 
issues the last constitutional scruples were swept away. 


The amount of Treasury notes issued during the war of 1812-15, 
under six different acts of Congress, including the $ 3,392,994 of 
small Treasury notes issued under the act of February 24, 1815, 
was $ 36,680,794. In January, 1847, the Treasury was again in need, 
on account of the expenses of the war with Mexico, and a Dill 
was introduced authorizing the issue of twenty-three millions of 
Treasury notes, supplemented by an additional issue of five millions 
under the previous act of July 22, 1846. The whole amount ever 
actually issued was $26,122,100. The rate of interest was five and 
two-fifths and six per cent., secured by $28,230,350 of United States 
six-per-cent. bonds. The Treasury notes issued under the act of 
January, 1847, were all retired before July 1, 1850, with the excep- 
tion of $200,000; and no more were issued until, under the press- 
ure of a panic, an act was passed on December 23, 1857, authoriz- 
ing an issue of Treasury notes not exceeding $20,000,000, The 
whole amount was issued. During Buchanan’s administration $ 357.- 
364,450 in all of Treasury notes were issued, uuder the act of Feb- 
ruary 8, 1861. 

The public debt of the United States reached its maximum on 
August 31, 1865, when it amounted to $2,845,007,626.56 Of this 
amount $1,109,568,191 was in funded debt, $1,503,020 was debt 
which had matured and $2,111,000 was in suspended requisitions. 
The remainder was as follows: 
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United States legal tender motes ..........ccccccccvcees $ 433,160,569 00 
Compound interest legal tender notes.................. 217,024,160 00 
Five per cent. legal tender notes......ccccccccccccsccces 33,954,230 CO 
| SEE TR ET 830,000,009 Oo 
ER 26,344,742 51 
Temporary loans .......... PE Eee re Ten) Seen 107,148,713 16 
CRPUEONNE GE SRGRUIOUONR occ c ccccccccccccccccwccccces 85,093,000 00 

iikcttiiieeuedesncnenniekesenensendmenten $ 1,732,725,414 67 


More than 684 millions of these obligations were a legal tender. 
of which 207 millions were bearing compound interest at the rate 
of six per cent.; 830 millions were in Treasury notes, bearing inter- 
est at the rate of seven and three-tenths per annum. There were 
$1,540,483,701 of Treasury notes either payable on demand or bear- 
ing interest. 





* 
© 


RESTRICTED INDORSEMENT. 
UNITED STATES CIRCUIT COURT, S. D. NEW YORK. 
Bank of the Metropolis v. First National Bank of Jersey City. 


An indorsement upon negotiable paper ‘‘ For collection; pay to the order 
of A B,” is notice to all purchasers that the indorser is entitled to the 
proceeds. 

An action for money had and received lies against any one who has money 
in his hands which he is not entitled to hold as against the plaintiff; and 
want of privity between the parties is no obstacle to the action. 

WALLACE, J. The plaintiff sues to recover the amount of cer- 
tain checks of which it was the holder and owner, and which came 
to the defendant’s hands and were collected by its sub-agent under 
the following circumstances: 

The plaintiff sent the checks to the Mechanics’ National Bank of 
Newark for collection, with the qualified indorsement, “ For colléc- 
tion; pay to the order of O. L. Baldwin, cashier,” Baldwin being 
the cashier of that bank. The Mechanics’ National Bank of New- 
ark sent the checks for collection to the defendant, pursuant to an 
existing arrangement between them by which each sent to the other 
commercial paper for collection, it being understood that the pro- 
ceeds were not to be specifically returned, but were to be credited 
to the sending bank by the receiving bank, and enter into the gen- 
eral account between them, consisting of such collections and other 
items of account, and offset any indebtedness of the sending bank 
to the receiving bank. After the defendant received the checks in 
question the Mechanics’ National Bank of Newark became insolvent, 
and suspended payment, being indebted to the defendant under 
the state of the accounts between them in a considerable sum. 

Upon these facts it is clear that the relations between the de- 
fendant and the Newark bank in respect to paper received by the 
former from the latter for collection were those of debtor and 
Creditor, and not merely of agent and principal (Morse, Banks, 52) 
and the defendant, having received the paper, with the right to 
appropriate its proceeds upon general account as a credit to offset 
or apply upon any indebtedness existing or to accrue from the ~ 
Newark bank, growing out of the transactions between the two 
banks, was a holder for value. Since the decision in Swz/¢t v. Tyson, 
16 Pet. 1, it has been the recognized doctrine of the federal courts 
that one who acquires negotiable paper in payment or as security 
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for a pre-existing indebtedness is a holder for value (Vational Bank 
of the Republicv. Brooklyn City, etc., R. Co., 14 Blatchf. 242, affirmed 
102 U. S. 14), and if the defendant had been justified in assuming 
that such paper was the property of the Newark bank, it would 
have been entitled to a lien upon it for a balance of account, no 
matter who was the real owner of the paper. Bank of Metropolis 
v. New England Bank, 1 How. 234. But the checks bore the in- 
dorsement of the plaintiff in a restricted form, signifying that the 
plaintiff had never parted with its title to them. In the terse 
statement of Gibson, C. J., “a negotiable bill or note is a courier 
without luggage; a memorandum to control it, though indorsed 
upon it, would be incorporated with it and destroy it.” Overton v. 
Tyler, 3 Penn. St. 348. The indorsement by plaintiff “for collec- 
tion’ was notice to all parties subsequently dealing with the checks 
that the plaintiff did not intend to transfer the title of the paper 
or the ownership of the proceeds to another. As was held in Cecd/ 
Bank v. Bank of Maryland, 22 Md. 148, the legal import and effect 
of such indorsement was to notify the defendant that the plaintiff 
was the owner of the check, and that the Newark Bank was merely 
its agent for collection. In /zrst Nat. Bank vy. Reno Co. Bank, 3 
Fed. Rep. 257, paper was indorsed, “Pay to the order of Hethering- 
ton & Co. on account of First Nattonal Bank, Chicago,” and it was 
held to be such a restrictive indorsement as to charge subsequent . 
holders with notice that the indorser had not transferred title to 
the paper or its proceeds. Under either form of indorsement the 
natural and reasonable implication to all persons dealing with the 
paper would seem to be that the owner has authorized the indorsee 
to collect it for the owner, and conferred upon him a _ qualified 
title for this purpose and for no other. Other authorities in sup- 
port of this conclusion are, Sweeney v. Eastor, 1 Wall. 166; White 
v. Nat. Bank, 102 U.S. 658; Lee v. Chillicothe Bank, 1 Bond. 389; 
Blaine v. Bourne, 11 R. I. 119; Claflin v. Welson, 51 Iowa 15, The 
defendant could not acquire any better title to the checks or their 
proceeds than belonged to the Newark bank, except by a purchase 
for value, and without notice of any infirmity in the title of the 
latter. As the indorsement of the checks was notice of the limited 
title of the Newark bank, the defendant simply succeeded to the 
rights of that bank. 

It is insisted for the defendant that there was no privity between 
the plaintiff and the defendant respecting the transaction, because 
the defendant was not employed by the plaintiff, but was the agent 
only of the Newark bank; and: it is argued that if the defendant 
is answerable to the plaintiff, so would be every other party through 
whose hands the paper might pass in the process of being col- 
lected. In answer to this it is sufficient to say that the defend- 
ant is sued, not as an agent of plaintiff, nor upon any contract 
liability, but upon the promise which is implied by law whenever 
a defendant has in his hands money of.the plaintiff which he is 
not entitled to retain as against the plaintiff. It has long been 
well settled that want of privity is no objection to the action of 
indebitatus assumpsit for money had and received. See note a, Ap- 
pendix, 1 Cranch. 367, where the authorities are collated. 

As against the plaintiff, the defendant had no right to retain 
the proceeds of the checks as security or payment for any balance 
due to it from tae Mechanics’ National Bank of Newark after a 
demand by the plaintiff. The plaintiff is therefore entitled to judg- 
ment. 
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LEGAL MISCELLANY. 


PROMISSORY NOTE—ALTERATION—SIGNING AS SURETY AFTER EX- 
ECUTION.—In this case the note was given for money borrowed by 
Rudisill of plaintiff, and one Fuller signed it as surety upon the re- 
quest of plaintiff, and without the assent or knowledge of the 
makers of the note. Rudisill signed it as surety after its maturity, 
This was innocently done, without any fraudulent intention on the 
part of any one, for the purpose of better securing the note after 
unsuccessful efforts to collect it. AHe/d, that the signing of a prom- 


issory note by one as a joint maker, after the execution by the orig-. 


inal maker without his knowledge and consent, is a material altera- 
tion which will defeat the instrument. Hamilton v. Hooper, 46 Iowa 
515; Dickerman v. Miner, 43 id. 508; Hall's Adm’x v. McHenry, 19 
id. 521. When a promissory note has been innocently altered with- 
out any fraudulent purpose, the payee may recover in an action 
brought upon the original consideration. Krause v. Meyer, 32 Iowa 
566; Clough v. Leay, 49 id. 111; Morrison v. Huggins, 53 id. 76; 4 


N. W. Rep, 854; Eckert v. Pickel, 59 Iowa 545; 13 N. W. Rep. 708,. 


Sullivan v. Rudiszll. Towa Sup. Ct. 


CORPORATION—TRANSFEREE OF STOCKS NOT STOCKHOLDER UNTIL 
TRANSFER MADE.—-Under the act of 1853 a transfer of stock until 
entered on the books of a corporation has no validity outside of 
the parties to such transfer. - If not, could it affect the validity 
of an election at which trustees of the company were elected? If 
so would not a transfer, although not entered on the books of the 
company, be valid outside of the parties to such transfer? The 
construction which we feel compelled to give to this clause is that 
a transfer of stock, until entered upon the books of the company, 
confers on the transferee, as between himself and the company 
no right beyond that of having such transfer properly entered. 
Until that is done, or demanded to be done, the person in whose 
name the stock is entered on the books of the company is, as 
between himself and the company, the owner to all intents and 
purposes, and particularly for the purpose of an election. Stave v. 
Ferris, 42 Conn. 560; Hoppin v. Buffum,9 R. I. 513; Gélbert v. 
Manuf'g Iron Co, 11 Wend. 627; Bank of Utica v. Smalley, 2 
Com. 770; Bank of Buffalo v. Kortright, 22 Wend. 348; State v. 
Pettinellt, 10 Nev. 141. “As between a corporator and the cor- 
poration, the records of the corporation, or its stock-book, as it is 
called, is the evidence of their relation. Meetings of the stockhold- 
ers, elections and dividends, etc., are regulated by this record. The 
certificate is but secondary evidence, and is never demanded except 
when the stockholder deals with the corporation in a contract 
relation.” Bank of Commerce’s Appeal, 73 Penn. St. 59. Whatever 
rights the purchaser of a certificate of stock may acquire as be- 
tween himself and his vender, it is well settled as between himself 
and the corporation he acquires only an equitable title; and until 
he secures a transfer on the books of the company he is not a 
stockholder, and has no claim to act as such, VV. Y. & WN. A. R. 
Co. v. Schuyler, 34 N. Y. 80; Grymes v. Hone, 49 id. 17. People v. 
Robinson, California Supreme Court. Opinion by Sharpstein, J. 
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PROMISSORY NOTE—WARRANTY OF COLLECTION.—The warranty 
that a note is as good as gold, or as good as money, is not in 
legal effect a warranty that it is collectible by due process of law, 
and it is not necessary to exhaust the legal remedies at law against 
the maker before suing the assignor of the same for a breach of 
warranty. TZaylor v. Soper. Mich. Sup. Ct. 

INDORSER—NOT LIABLE—PAPER NOT NEGOTIABLE.—A promissory 
note bore upon its face a statement that it was issued as collateral 
to the maker’s draft accepted by a third party. In an action against 
the indorsers of this note in their character of indorsers, 4e/d, that 
the undertaking of the makers was a contingent one; that the 
amount due on the note at its maturity was uncertain; that the 
note was not negotiable, and that the indorsers, as indorsers, were 
not liable. American National Bank v. Sprague. R. 1. Sup. Ct. 


STOCK—LEVY UNDER EXECUTION—SALE—TRANSFER ON BOOKS,— 
(1) A statute provided that when an execution is levied upon cor- 
porate stock “the said stock or shares, or so much thereof as shall 
be necessary, shall be advertized and sold in the same manner as 
other personal property levied on by execution, and a deed or deeds 
thereot given by the officer aforesaid shall vest in the purchaser 
all the right, title and interest of the detendant in such shares so 
sold as aforesaid, and shall be recorded by the recording officer of 
such company.” //e/d, that the officer’s deed vested in the pur- 
chaser all the defendant’s title, and that a transfer on the corpora- 
tion books was superfluous. (2) A purchaser at an execution sale 
of corporate stock, after receiving his deed from the officer, filed 
a bill in equity against the corporation to compel it to transfer the 
stocks on its books. The bill did not charge that the deed had been 
presented for record and the record refused. He/d, that the bill stated 
no case for equitable relief. Lzppztt v. American Wood Paper Co. 
Opinion by Durfee, C. J. [ Rhode Island Sup. Ct. | 


NEGOTIABLE INSTRUMENT—CERTIFICATE OF STOCK, NOT—THIEF 
CAN PASS NO TITLE. Certificates of stock are not securities for 
money in any sense; much less are they negotiable securities. They 
are simply the muniments and evidence of the holder’s title to a 
given share in the property and franchises of the corporation. J/e- 
chanics Bank v. N. Y. & H. R. Co. 13 N. Y. 627; Sherwood v. 
Meadow Valley Mining Co., 50 Cal. 412. The case last above cited 
( Sherwood v. Meadow Valley Mining Co.) was an action based on 
the following facts: One Schmeidell was the owner of twenty 
shares of the stock of the defendant, and held a certificate there- 
for issued to himself as trustee, and he sold the shares and de- 
livered the certificate properly indorsed to Levy, who lost the 
same, not having had the stock transferred on the books of the 
corporation. The plaintiff purchased (as he supposed) the stock, 
and received delivery of the certificate for value in the usual 
course of his business as a_ stock-broker. It was held that the 
plaintiff acquired no right to the stock. Where stock of an incor- 
poration stands on the books in the name of A, and the stock 
is owned by B, and the certificate, though properly indorsed, is 
stolen from B without his fault, the thief can pass no title to a 
purchaser in the ordinary course of business, for value, without 
notice of any defect in the vendor's title, and B may pursue and 
recover his property. Wanter v. Belmont Mining Co., 53 Cal. 428, 
distinguished. Sarstow v. Savage Mining Co. California Supreme 
Court. Opinion by Myrick, J. 
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PROMISSORY NOTE—BONA FIDE HOLDER—WHO NOT.—Where a bank 
transfers a promissory note to a party to secure a pre-existing 
indebtedness, there being no new consideration beyond a mere for- 
bearance to secure the claim by attachment, such party is not a 
bona fide holder for value, and cannot recover on the note. Sone v. 
Tharp. Lowa Sup. Ct. 


NEGOTIABLE INSTRUMENT—BURDEN OF PROOF—ACCOMMODATION 
NOTE TRANSFERRED AFTER MATURITY. When it is a part of the 
defense that a note was taken after its maturity such fact in gen- 
eral must be proved by the defendant. Duncan v. Gilbert, 5 Dutch. 
521; Harger v. Worrel, 69 N. Y. 370. An accommodation note is 
negotiable after its maturity, and if taken for value will bind all 
parties to it. The plaintiff was a married woman, and had taken 
the note in suit in the State of Pennsylvania by indorsement from 
her husband. There was no proof of the law of Pennsylvania. 
Held, that the rule of the common law was applicable, and that 
she showed no title to the note. Seyfert v. Edson. New Jersey 
Sup. Ct. 

NEGOTIABLE INSTRUMENT—PROTEST—DILIGENCE OF NOTARY.— 
When the maker’s name to a note is illegible, the notary, in mak- 
ing protest, must make a reasonable effort to ascertain the name. 
If the notary neglect such duty or misdescribes such name, whereby 
an indorser is misled, the protest will not be available as to such 
party. A mistake of that character is not attributable to the neg- 
ligence of the holder of the paper, or that of his agent, giving 
notice of its dishonor, but the indorser who passes the paper into 
circulation must bear the consequences of such misleading defect. 
But when the name of the maker is not so fashioned as to sug- 
gest to the notary a false name, but he finds it illegible, then it 
plainly becomes his duty to use reasonable endeavors to ascertain 
who is the person indistinctly signified. He is, when thus placed, 
put upon inquiry, and must use proper diligence. Such I under- 
stand to be the legal rule. Pars. on Bills and Notes, 485. JA/cGeorge 
v. Chapman. New Jersey Sup. Ct. 


TAXATION—NOTES—“ USED FOR CIRCULATION ’—NOTES GIVEN TO 
EMPLOYEES.—The nineteenth section of the act of February 8, 1875 
(18 St. 311), providing that “every association other than National 
bank associations, and every corporation, * * * * _ shall pay a 
tax of ten per centum on the amount of their own notes used 
for the circulation and paid out by them,’ does not apply to cer- 
tificates of indebtedness, bearing interest and payable to bearer on 
a certain day therein named, issued in denominations of five and 





ten dollars each, and paid out by a railroad company to its em-— 


ployees for wages, and providing that they would be received by 
the company at or before maturity for any debts due the com- 
pany. These notes or certificates, having been issued only to the 
employees of the company on account of wages, and when paid by 
the company having been cancelled and not reissued, were not 
“used for circulation,” and that they were used afterward by those 
to whom they were issued to discharge their debts to others or 
to purchase subsistence for themselves, does not affect the character 
imposed upon them by the company. We are of opinion that this 
case is ruled by U. S. v. Welson, 106 U. 5S. 620; 2 Sup. Ct. Rep. 
85. In every essential particular the certificates issued there and 
those in question here are remarkably alike. The former were cer- 
tificates of indebtedness, good for round sums, payable to bearer at 
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a future day, with interest, and one-fourth of their face value was 
receivable before maturity for freight and debts due the company, 
and were paid out again at their face value with interest Under 
these circumstances the Supreme Court held that it was not satis- 
fied that these certificates “were calculated or intended to circulate 
or be used as money.” Now in view of this decision, we cannot 
hold that certificates of similar form, used by the railroad company, 
not for circulation, but as evidence of wages due to its employees, 
are within the scope and meaning of the act of Congress. PAz/a- 
delphia & R. R. Co. v. Pollock. Cir. Ct. E. D. of Penn. 





BOOK NOTICES. 


Government Revenue, especially the American System: An Argument for 
Industrial Freedom against the Fallacies of Free Trade. By Evwis H. 
ROBERTS. I Vol. 12 mo. Boston: Houghton, Mifflin & Co. 1884. 


This volume is composed of several lectures delivered at Cornell University 
last winter pertaining to the history, theory and practice of obtaining a Gov- 
ernment revenue. The author is an experienced journalist, served very suc- 
cessfully in Congress, and is regarded as an able supporter of the doctrine 
of protection. In the volume before us he has defended with no small 
success the protective policy maintained by our Government during the greater 
period of its existence. He has shown that the policy of protection of home 
industry is as old as civilization itself, and that the prosperity of every na- 
tion in the history of the past has been owing to it. He asserts that the 
revenue systems of all the Asiatic nations are to-day protective, and also 
those of France, Austria, Northern Germany, Russia, Italy, Spain and Swit- 
zerland are systematically and increasingly devoted to the policy of levying 
charges with the purpose of favoring home production. The first four 
chapters are preliminary to the main argument of the book, and are largely 
historical in character. The one dealing with the American methods of rais- 
ing revenue is particularly interesting, and contains a résumé of the legisla- 
tion of our Government upon the subject since its establishment. The 
author maintains that home production lies at the very root of all property 
and should be favored in preference to foreign commerce. 

‘‘The crucial point of criticism against the protective system is that it in- 
terferes with commerce. but it asserts industrial freedom in the whole range 
of production. The appeal is urged to abolish protective duties, especially in. 
order that we may find a foreign market for our wares. In addition to 
this plea is a demand that we shall by removing duties restore our flag to 
the ocean. The assumption that we can secure the carrying trade by sacri- 
ficing our manufactures is not sustained by anything but phrases. We lost 
a share of the ocean-carrying first by the war of 1812, which was waged 
directly to drive our vessels from the waters, and succeeded in checking our 
maritime progress. We had made vast gains, when again the war of the 
rebellion enabled foreign powers, under the flag of the Confederacy, to 
strike a deadly blow at our merchant navy. The introduction of iron for 
ships contributed to supplant our wooden clippers by steam vessels, and we 
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have not yet recovered the lost ground. Nor is it the first or the most 
important task which devolves upon American enterprise. Until we have still 
farther extended our home production, and carried still farther the network 
of our railroads, we have labors quite as imperative as any foreign rivalry 
can prompt. Capital and industry are getting better returns in these home 
enterprises than ocean service can now pfomise. When these fields are 
fully tilled, American courage and foresight will tempt the seas once more.” 
The work exhibits considerable research, is temperate in statement, and is a 
welcome addition to our economic literature. 


Work and Wages. By PRor. J. E. THOROLD RoGeErs, M. P. New York: 
G. P. Putnam’s Sons. 1884. 

This is a great work considered from many sides. It is a vast store- 
house of instructive facts, many of which the distinguished author was the sole 
possessor. Prof. Rogers is the only Englishman who could write such a 
work. The history of finding a considerable portion of the materials used 
in the preparation of the work is interesting. On a certain occasion, some 
workmen were making repairs in Merton College, Oxford, when Prof, Rogers 
came along, and with ordinary curiosity inquired what they were doing. He 
suggested that a small room was completely closed at the place where they 
were working. They declared there was not space enough enclosed for a 
a room. So much was said, however, that the workmen attacked the wall 
in front of them, and after a slight iconoclastic effort, a small room was 
discovered, which proved to be the old buttery of the college and contained 
the documents on which a large part of the author’s work relating to the 
history of agriculture and prices is founded. From the latter source: more 
immediately has much of the information been drawn contained in the 
present volume. . 

The work evinces great industry. Though no references are given, the 
facts are of a nature which at once reveal the difficulty in collecting and 
shaping them. Besides, the author’s vast learning and deep thinking have 
borne rich fruit in the way of many golden remarks that are scattered 
throughout the volume. The profit is immense in studying an author whose 
fullness is ever apparent. 

The author traces the changes wrought by six centuries in the rate of 


wages and the prices of the necessaries of life. The social and economical . 


condition of the laboring man, therefore, is traced through every important 
epoch from the reign of Henry III. to our time. The history of some of 
these changes is exceedingly interesting, like that of giving and receiving 
money-compensation in lieu of labor rents. The effects of the pestilence 
which visited England in 1348, and called the ‘* Black Death,” are set forth 
in a very graphic manner. The author says that one effect was to increase 
the wages of men about fifty per cent. and those of women twice as much. 

The closing chapters treat of the present situation. The author regards 
with hopefulness industrial partnerships and trade unions. If the principle of 
combination be applied with fidelity and energy the author is quite sure that 
it will prove effective. ‘‘It is the business of particular crafts of workmen 
to sell their labor at as good a price as they can. They never have ruined 
Io 
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and they never will ruin the capitalist employer by the process, for they may 
be trusted not to ruin themselves, since they are quite as acute as their em- 
ployers in discerning what price the market will bear.” For the many griev- 
ous shortcomings in the present position of the artisan, factory, and urban 


- population, and for improving the condition of the agricultural laborer, there 


is but one remedy—‘‘ the extension of labor organizations on the trade union 
principle, but with considerable improvements in detail. If it be found that 
those callings alone have prospered in which labor partnerships have been de- 
veloped, and those have prospered most in which the fundamental principles 
of such labor partnerships have been most prudently kept in mind and acted 
on, it stands to reason that an extension of the system to other callings, 
now notoriously underpaid, is the most obvious remedy for low wages and un- 
certain prospects.” Nor has Mr. Rogers any fear that when the entire mass 
of English workingmen in town and country become permeated with the 
spirit of combination, and are awakened to the tremendous power which con- 
certed action bestows, they will become infected with the anarchical schemes 
of Continental socialism. They were the masters of England in the four- 
teenth century through associations of Jabor similar, in many respects, to those 
now existing. Yet, all that they then asked in the hour of their omnipotence 
was the assurance of continued employment at fair wages, and of a com- 
fortable livelihood for themselves and for their families. The author is sure 
that they would ask no more to-day. 


Political Economy. By Francis A. WALKER. New York: Henry Holt & 
Co. 1884. 


Thjs is mainly an abridgement of the author’s larger work on the same 
subject, which was published last year. The great merits of the work were 
noticed by us when first published. The issue of three editions within a 
year is gratifying proof of its excellence. The highest degree of candor, 
thoroughness of exposition, and a treatment of every topic with due regard 
to its importance, are some of the features of the present work. We know 
of no other general work of similar size in which the sense of proportion 
has been so well preserved, and in which every topic has been so adequately 
treated. Several new chapters have been added, two of which, ‘* The reaction 
of exchange upon production,” and ‘‘The reaction of production upon dis- 
tribution,” will be reviewed in a future number of the Magazine. 
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A BARBARIAN SAFE DEPOSIT AND SAVINGS BANK.—It has been reserved 
for an uncivilized potentate to solve the problem of keeping money safe 
from defaulters and burglars, a problem which has well nigh baffled all the 
resources of our boasted civilization. ‘The Emperor of Annam has hit on a 
device for keeping secure the royal reserve funds even against the prompt- 
ings of his own cupidity. The treasure is placed in hollowed-out trunks of 
trees, which are thrown into a pool of watér within his palace walls. In 
the water are kept a number of absolutely incorruptible guardians in the 
shape of crocodiles, which will eat alive any person who attempts to meddle 
with the submerged treasure. When it becomes indispensable to draw upon 
this novel style of bank, the crocodiles have to be killed; but this can be 
done only with the Emperor’s permission, and after the matter has been duly 
approved by the Minister of Finance. 
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INOUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE, 


I. CONTRACT TO PAY INTEREST ON DEPOSIT. 


B, as the trustee of an insolvent estate, inquires of a bank cashier what 
rate of interest he will pay on deposits if he will keep his account with him. 
A rate is named and the account opened. At the end of two years the 
bank notifies the trustee, in writing, that on and after a certain future date 
payment of interest will cease. , the trustee, demurs, claiming that until 
the trust is closed the bank will be held to be under obligation to continue 
its interest credits. The bank denies the existence of any such liability after 
the said notification, inasmuch as it was bound by no agreement in the premises 
beyond the time of its pleasure. Nevertheless, the trustee continued his deposits 
for two years longer, when he reasserts his demand, and threatens suit if not 
met. Is the bank responsible for interest after the notice? 


ReEpLy.—We think not. Of course the answer to the inquiry depends upon 
the construction which is to be given to the contract made between the bank 
and the depositor. We think it was a contract terminable at the will of 
either party. Certainly the depositor was entitled to draw his money at any 
time; and if the bank had not a corresponding right to terminate its contract 
with the depositor, it must follow that it would be liable to go on paying in- 
terest forever, at his election, which would be contrary to the law as we under- 
stand it. It may be that the bank should have made a formal tender of the 
amount due to the depositor, and that it is liable for the interest by reason of 
having failed to make a tender. This is a technical matter upon which we 
give no opinion; but upon general principles we think that the bank had 
the right, in some form, to terminate its contract to pay interest on the deposit. 


II. GRACE ON CHECKS PAYABLE AT FUTURE DAY. 


Is a check dated, say 27th June, and payable on its face 7th July, en- 
titled to grace? If not, is it incumbent on a collecting bank, to whom such 
check is sent before 7th July, to hold it until that date before presenting it? 

If grace on such a check is excluded, will you please state the principle by 
which it is so excluded. 


REpLY.—This is a point upon which the authorities are conflicting, but the 
better opinion is that an instrument of this sort is not properly a check, 
because not payable immediately, but is a draft or bill of exchange, and so 
entitled to grace. In New York by force of a statute recently passed to settle 
the question, it would not bear grace; nor in Pennsylvania. ~ See a strong 
opinion by Judge Sharswood in Champion v. Gordon, 70 Penn. St. 472. But 
the great weight of authority is in favor of treating the instrument as a bill of 
exchange. See Daniel on WNVegotiable Instruments, § 1572, and cases cited. 
As regards the duty of the collecting bank, the paper should be held until 
the day it falls due and then presented for payment; for whether payable on 
the 7th or the roth of July, in neither case would presentment for acceptance 
be necessary. If the question is doubtful in the State where the case arises, 
prudence suggests that the paper should be presented for payment on both 
days. if not paid on the 7th. 
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BANKING AND FINANCIAL ITEMS. 





The Banker’s Almanac and Register, July edition, is now issued. There 
are many changes during the past six months, and a larger number of new 
banks and bankers than ever before. The lists for the United States alone 
comprise nearly eight thousand. The list of foreign banks and bankers is 
now very complete. Forwarded from this office on receipt of price, Three 
Dollars. 


BANKING REFORMS IN NEW YorRK.—At a meeting of the Clearing-house 
Association of this city, on July 29, the~-report of the special committee 
(which appears in full in another part of our present number) was re- 
ceived and discussed. The meeting adopted, subject to the ratification of 
the banks individually, two of the recommendations of the report, viz., that 
no member of the Association shall pay interest or allow compensation for 
deposits after January 1, 1885, and that no checks shall pass through the 
Clearing-house, except those drawn on members of the Association. The re- 
maining recommendations were held over for consideration at some future 
meeting. 

THE BANKERS’ CONVENTION.—The Executive Council of the American 
Bankers’ Association have fixed upon the thirteenth and fourteenth of August, 
at Saratoga Springs, N. Y., for their convention. The subjects for discus- 
sion will include the following: The causes of the recuperative strength of 
our finance and commerce; the perils and the safeguards of our banking 
system ; the relation of the banks to the Treasury; the present aspects of 
the silver question ; the indications of the foreign demand for securities ; the 
prospective crop exports and the international exchanges; the decline in the 
rate of interest: the less remunerative results of bank circulation; the com- 
parative growth ot National, State and private banks in various sections of 
the country; proportions of the Treasury balance of gold and silver; the 
latter tendencies of usury legislation; the best means of obtaining sound bank- 
ruptcy legislation ; the guarantees against defalcation and breach of trust: the 
growth of direct trade between the West and Europe, with its influence on 
American banks and their methods; the proposed improvement in bills of 
jading; the movements of the Clearing-houses; the lessons from the recent 
panic, and the causes of our former monetary perturbation before and since 
the war. 

HEAVY BANK ASSESSMENTS.—The Comptroller of the Currency has directed 
that assessments of 100 per cent. each be levied on the shareholders of the 
Marine National Bank of New York City, and of the First National Bank 
of Monmouth, IIl. 

A dividend of fifteen per cent. has been declared in favor of the creditors 
of the Marine National Bank. A _ second dividend is looked for shortly. 
Some of the directors believe that the assets of this bank will yield seventy- 
five per cent. of its indebtedness to depositors. 

The Comptroller has declared a second dividend of twenty per cent. in 
favor of the creditors of the First National Bank of Monmouth, Illinois. 
The first dividend was declared on June 13th. 


ALABAMA.—The Bank of Mobile, the oldest financial institution in the 
State, chartered in 1819, suffered a run on the morning of July 8th, owing 
to rumors which had prevailed for several days relative to its solvency. In 
the afternoon the directors met and reviewed the affairs of the bank. After 
throwing out all doubtful paper it was found that the bank had enough to 
pay all its indebtedness and would have about $60,000 over. Under the 
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pressure existing, and the prospects of a severe run on the next day, a 
majority of the directors voted to assign the affairs of the bank to one of 
their number, Winston Jones. Half an hour afterwards the offer of a loan 
of $150,000 was received, but it came too late, as the assignment’ had been 
recorded. The Bank of Mobile has weathered every financial storm in the 
past sixty-five years, and was regarded as strong as the State. 


INDIANA.—Among the failures of July, this State has had her share. At 
Indianapolis the banking firm of Fletcher & Sharpe closed its doors on July 
15, and Harrison’s Bank on the 17th. The failure of Fletcher & Sharpe, the 
oldest banking concern in the city, was totally unexpected, its members being 
rated among the most wealthy and conservative of business men. For many 
years Calvin Fletcher was president and Thomas H. Sharpe cashier of the 
Indianapolis branch of the State Bank of Indiana, and when its charter ex- 
pired Messrs. Fletcher and Sharpe formed a partnership, under the name of 
the Indianapolis Branch Banking Company. This was about twenty-six years 
ago. The name was afterwards changed to Fletcher & Sharpe, and after the 
death of Calvin Fletcher his interest was represented by Ingram and Albert 
Fletcher. Stoughton A. Fletcher was afterward taken into partnership. Until 
about eighteen months ago, when the law was changed, all private banks 
were required to make a semi-annual statement to the Collector of Internal 
Revenue for taxation. The last statement made by Fletcher & Sharpe for 
the last six months ending November 30, 1882, showed a capital of $ 200,- 
000, and an average monthly deposit of $1,700,500. The bank did a very 
large business with country banks and merchants and stock and grain dealers. 
The supposition is that the failure is a bad one. A run ensued upon 
some of the other banks, but only that of A. & J. C. S. Harrison suc- 
cumbed. The developments following this failure have been such as to pro- 
voke very unfavorable comment. Judge Robert N. Lamb was, on July 19, 
appointed receiver. The bills receivable in his hands are estimated at less 
than $3,000 in value, while the cash assets amount to $119. In April the 
bank’s statement for taxation showed assets of $566,959, and the firm was 
credited with real estate to the amount of $71,000. .The deposits shown by 
the same report were $598,729. During the run on the bank $132,000 was 
paid out, which reduced the liabilities to about $466,000. 

John C. S. Harrison is the’ receiver of the Indiana Banking Company 
which closed its doors in August, 1883. There is every reason to fear that 
the assets of that institution are in such shape as to add further to the 
complications, An order for the arrest of Harrison was issued July 29. 


The Richmond National Bank closed its doors on July 21, and A. D. 
Lynch, of Indianapolis, was appointed receiver by the Comptroller. This 
bank was the oldest in Richmond, and its credit has always been excellent, 
but unable to realize on its securities, suspension became inevitable. Its re- 
sources are stated as $602,500, not including unavailable assets, and its lia- 
bilities $369,000. The latter were reduced within twenty-four hours to $ 188,- 
000, through settlements with large depositors by giving them notes which 
had been discounted. 

Mr. Charles F. Coffin, the president, is one of the oldest bankers in the State, 
and has always been highly respected as a man of integrity and ability. 
But even his personal appeals for money to stem the crisis were unavailing at 
such a time. 

MISSISSIPPI.—One of the oldest institutions in the State, Green’s Bank, at 
Jackson, suspended on July 21, and upon the petition of Joshua Green, the 
principal stockholder, J. L. Power, of Jackson, was appointed receiver. Ef- 
forts had been made a few days previously to obtain a loan of $25,000 on 
$ 400,000 of collateral, but they were unsuccessful, and an assignment was 
inevitable. At a meeting of the creditors, held July 26, the receiver pre- 
sented a statement, showing total assets of $620,000, and liabilities, $ 455,- 
255, the excess of good assets being $164,745, in addition to which there 
are doubtful notes and accounts amounting to $109,890. A resolution was 
submitted, proposing a plan for the resumption of the bank. The meeting 
was harmonious, and it is believed that creditors will be paid in full, with 
interest. 
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NEW YorRK,—The private banking house of F. G. Hall, Elmira, closed 
its doors at noon on July 21. The inability to realize on real estate and se- 
curities was given as the cause. The bank carried about $100,000 deposits 
of business men, laboring men and farmers. ‘The amount of the liabilities 
has since been stated as very much larger. Hall refused to make an as- 
signment. Settlement has been made with some of his creditors by giving 
them real estate in return for money deposited, but at such valuations that 
much dissatisfaction has ensued. 

Ou10.—The business community of Cleveland were startled on July Ir1, 
by the suspension of Everett & Wedell, the oldest private banking house in 
that city. Inability to realize immediately upon securities compelled their 
stoppage, which was largely caused by the shrinking of securities and the 
withdrawal of deposits to the extent of $600,000 since January I. Their 
assets are said to be over $% 3,000,000, and liabilities about $1,000,000. 
Other banks in the city offered them $100,000, to tide them over, but it 
was considered advisable to suspend, notwithstanding that their property is 
ample to satisfy all claims. 

Dayton.—Mr. Winslow S. Phelps, for seventeen years cashier of the Day- 
ton. National Bank, has resigned, and will retire from business. Mr. James 
Martin, long a teller in the same bank, has been elected cashier, to succeed 
Mr. Phelps. The Dayton banks have always been among the best managed 
in the country, and the careful, conservative course of their officers and di- 
rectors may well be emulated elsewhere. 

RHODE IsSLAND.—The banking firm of Clinton R. Weeden & Co., at 
Providence, suspended* on July 5, and made an assignment. At a meeting 
of the creditors, on July 24, Counsellor William W. Douglas, one of the 
assigness, presented a statement showing gross liabilities, nominal, $654,- 
476.28; gross assets, nominal, $596,964.02; unsecured liabilities, $270,659. 
17; estimated available assets, $128,960. It was estimated that the estate 
would probably realize forty-seven per cent. A committee of three creditors 
was appointed to confer with the assignees and make any examination they 
might choose. The sentiment of the meeting appeared favorable to the firm 
and to its continuance in business. 

CANADIAN BANK OF COMMERCE.—The seventeenth annual meeting of this 
bank was held in Toronto, on July 8th. The report showed the following 
result of the business of the bank for the year ending June 21: Balance 
to credit of profit and loss, June, 1883, $67,550.90; profits of year, after 
deducting expenses, interest accrued on deposits and providing for bad and 
doubtful debts, $635,919.65 ; total, $703,470.55, which has been disposed 
of as follows: Dividends (eight per cent.), $480,000; carried to Rest 
account, $100,000; placed at credit of Contingent fund account, $% 75,000. 
Balance at credit of Profit and loss account, $48,470.55. The Rest is now 
$2,000,000 A year ago, with a highly favorable exhibit, the directors said 
in their report: ‘‘Should the prosperity experienced in different branches of 
industry for some time past be followed by a period of depression, of which 
there are already some indications in financial circles, the wisdom of this 
policy [of safety rather than large profits] will then become more apparent.” 
The prudence and sagacity of the directors of this bank have been clearly 
shown by the events which followed. 

IMPERIAL BANK OF CANADA.—The ninth annual general meeting was held 
at Toronto, on July 2d. The report showed net profits (after writing off 
all losses) of $143,102.63. Two dividends, each four per cent., have been 
made, and the sum of $30,000 carried to Rest account, making that account 
$680,000. .The Toronto Journal of Commerce remarks that ‘‘the report of 
the Imperial Bank seems to have given full satisfaction to the shareholders. 
The conservative policy initiated at an early stage has been steadily per- 
severed in. The Rest has been invested in Government and municipal securi- 


_ ties, which, although they may not yield the same profit, place it out of the 


reach of the hazards of commerce. The capital has not been increased 
and it is almost the only bank where stock is held almost entirely by dona 
fide investors.” 
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DEATH OF AN INGENIOUS BANK THIEF.—Early in 1882 the First National 
Bank of Elizabeth, New Jersey, found its accounts going wrong. Almost 
every night the books failed to balance by sums ranging from $50 to $ 150. 
The directors speedily reached the conclusion that some of the clerks or 
officials were embezzling on a small scale. The embezzlement was traced 
to one desk where the money-drawers were. The clerks in charge were 
notified of the discrepancies and warned. ‘They protested their innocence and 
turned detectives themselves. The thief could not be discovered. Suspicion 
rested so heavily on one clerk, however, that he was discharged. His dis- 
charge did not stop the thefts. His successor fell under the same suspicion, 
and finally resigned. The cashier grew so worried over the continued em- 
bezzlements that he talked of resigning. Finally one of the clerks determined 
to ferret out the robber. He watched the desk in question all one day, 
but discovered nothing until afternoon, when he suddenly saw a $10 
bill slowly disappear out of sight. Attached to the bill was a piece of 
shoemaker’s wax, a sinker of lead, and an ordinary fishing-line. The desk 
was in an obscure part. of the room, and the bill was quickly drawn up to 
the ceiling through a hole. Watching until he saw another bill disappear, 
the clerk then rushed up stairs to the room overhead. There he found the 
janitor, George W. Bennett, lying on the floor and working his line and 
sinker. He was arrested, and confessed that he had been stealing for a 
number of weeks. He had spent nearly all he stole. Bennett was sentenced 
to the State prison Nov. 11, 1882, and there he died in July of consumption. 


OBITUARY. 


CHARLES F. HUNTER, for twenty-seven years president of the People’s Bank 
of New York, died on July 19. Mr. Hunter was born in Sullivan County, 
N. Y., in 1819. He began his business life as a clerk in a retail dry 
goods store in this city, and by his capacity and intelligence was enabled to 
open a store of his own at the age of twenty-one years. After a few years 
he engaged in the dry goods jobbing business, in the firm of Hunter, Buck- 
ley & Co., continuing in it until 1857, when Mr. Hunter, having amassed a 
fortune, retired from business. The panic of that year having affected its 
interests, Mr. Hunter was earnestly solicited to accept the presidency of the 
People’s Bank, which he did with the intention of withdrawing when matters had 
become settled. But his devotion to the bank’s prosperity induced him to con- 
tinue in the office, until his health gave way under many years’ close application. 


* WiiitAM A. FALLs, formerly President of the Corn Exchange Bank, died 
at Warwick, N. Y., on July 30th. Mr. Falls was born in New York City in 
November, 1825. After he was graduated from Columbia College he entered 
the Tradesmen’s National Bank as clerk, his father being its President. From 
there he went to the Mercantile Bank as second teller. The Corn Exchange 
Bank was started February 1, 1853, and Mr. Falls became its teller, and in 
1863, cashier. In 1871 he was elected President, retaining this office until 
1883, when he resigned, his health demanding retirement from active business. 
Mr. Falls was a director of the Connecticut Valley ‘Railroad. He was methodi- 
cal, practical and studious, and much respected as a man and a banker. 


Henry CLAy HIESTAND, a well-known banker of Eaton. Ohio, died in that 
town on July 5, in his fifty-second year. Mr. Hiestand was born in Mont- 
gomery County, Ohio, in 1832. He began his banking experience as teller 
in the Dayton Bank. In 1853 he was appointed cashier of the Preble County 
Branch of the State Bank of Ohio, at Eaton, and remained in that position 
until 1864, when, the institution ceasing to exist, he became one of the 
organizers of the First National Bank of Eaton, and was for four years its 
cashier. He then spent some years in travel, and in 1873, opened the 
‘Preble County Bank under the firm name of H.C. Hiestand & Co. He 
left his place in the bank last spring on account of failing health. The 
community has lost in Mr. Hiestand a highly esteemed member. 





Situation Wanted.—As Cashier or Teller in a Bank or Trust Company. 
Fourteen years’ experience as Cashier. Unquestionable references.—CLAUDE 
A. MITCHELL, Bradford, Pa. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List, continucd from July No., page 71.) 


State. Place and Capital. Bank or Banker. 


SE ccs BUD. occccecs Menno Bank (C. S. Carr & Co.) 


© . cpt. sonans Bank of Scotland....... 
Geo. M. Gleason, Pr. 


i a i oa First National Bank...... 


$ 50,000 Wm. J. Winegar, Pr. 


BR cect POBTIB. cccccces Central National Bank.. 
$ 145,000 M. Kingman, Pr. 
Iowa... Corydon....... Farmers & Merchants’ B’k 
Wm. E. Hughes, Pr. 
o  .. Grundy Centre. First National Bank...... 
$ 50,000 George Wells, Pr. 
b gp icsuaanc .. Bank of Ireton (Wm. 
0 ee Guthrie Co, Nat’l Bank.. 


$50 Geo. H. Moore, Pr. 
© ee Williamsbutgh. Williamsburgh Sav. B’k.. 
M. J. Kelly, Pr. 


KAN.... Beloit.......... First National Bank..... 
50,000 Melvin S. Atwood, Pr. 
- «a EI. . Bank of Bennington...... 
C. Nelson, Pr. 
O: . igs nsveas First National Bank...... 
$ 50,000 J. D. Parker, Pr. 
S. -piiinsseuees Farm, & Merchants’ B’k.. 
James Brewster, Pr. 
o> _ 5 Sy estaes First National Bank...... 
50,000 . L. Read, Pr. 

MAINE... Gardiner....... Merchants’ Nat’l Bank.. 

$ 100,000 David Dennis, Pr. 
BERGE. «o BURER sc cccccoce First National Bank...... 
$ 50,000 Robert M. Steele, Pr. 
»  .. Mt. Pleasant... First National Bank...... 
$ 50 0,000 Robert M. Steele, Pr. 
w  .. West neh, . . Ellis & French.......... . 
MINN... Winona........ National B’k of Wine na. ; 
$ 100,000 C, L. Porter, Pr. 
NEB.. come ‘i inciedadl First National Bank...... 
. Chase, Pr 
” Norfolk........ Farmers’ Bank.. baemmewe 
o. L. Iles, Pr 
N. Mex. Albuquerque... Albuquerque Nat’! B’k.... 
$ 50,000 Louis Huning, Pr. 
Cee... « TRAAOR. cccccccs Farm. & Citizens’ Bank.. 
PENN... Ambler........ First National Bank...... 
$55,000 Benj. P. Wertsner, Pr. 
is See 6 Mice. sccee0s BE Ge Es... ov ccwe 
G. A. Norwood, Pr. 

TENN... Nashville...... Commercial Nat’] Bank.. 
$ 200,000 . A. Spurr, Pr. 
Tex.... Fort Worth.... State National a 
$ 300,000 W. M. Harrison, Pr. 

»  .. Gainesville..... Red River Nat'l Bank.. 

100,000 C. C. Potter, V. Pr. 
" : Waxahachie, .. Citizens’ Nat'l Bank...... 


$100,000 W. H. Getzendaner, Pr. 
» .. Hempstead.... James A, Felker (£xch.) 


co eee First National Bank...... 
BS ios $ 50,000 F. F. Downs, Pr. 
W. Va.. Alderson....... Greenbrier Valley Bank.. 
CANADA Durham....... Central Bak. ..2ccceccss 
»  .. Hagersville.... John Cowan............. 
w .. Ingersoll....... B’k of London in Canada. 
S  cietsess B’k of London in Canada. 
u . Tilsonburg..... Western B’k of Canada. 


Cashier and N. Y. Correspondent. 


eeeeeoeeeeeene 


American Exch, Nat’l Bank. 
T. O. Bogert, Cas 
First National Bank, 
Harry G. Payne, Cas. 
Imp. & Traders’ National Bank. 
Benj. F. Blossom, Cas. 
Chemical National Bank. 
Jas. A. Harper, Cas. 
Corbin Banking Co. 
Chris. C. Schuler, Cas. 
Cross & Co.) Opdyke & Co. 
Third National Bank. 
L. J. Pentecost, Cas. 
John Hughes, Jr., 
Chase National Bank. 
W. S. Search, Cas. 


Kountze Bros. 
A. Gilbert, Cas. 
Chase Nat’l Bank. 
J. T. Leonard, Cas. 
National Park Bank. 
P, C. Kirkland, Cas. 
Gilman, Son & Co. 
W. C. Robinson, Cas. 
H. Farrington, Cas. 
First National Bank. 
Fourth National Bank. 
D. S. Partridge, Cas. 


eoeeeeeeeveaeee# 


E. D. Hulbert, Cas. 
National Bank of Commerce. 


. Irvin B. Chase, Cas. 


Kountze Bros. 
First National Bank. 
E. H. Smith, Act. Cas. 


John J. Houghton, Cas. 
Commercial National Bank. 
W. H. Cross, Cas. 


C. R. Smith, Cas. 
National Park Bank. 
T. A. Ferris, Cas. 
S. M. Swenson & Sons. 
F, E. Sanford, Cas. 
- iia ngs me Mar oi 
Imperial Bank of Canada. 


eoeeeveeeeeaeee 


e*eee 


Arthur Guy, Mer. 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List, continued from July No., page 74.) 
Bank and Place. £Elected, in place of 
ARIZ... First National Bank, Tucson... S. M. Jacobs, V. Pr..... G. Wilfield. 
CAL.... First National Bank, Modesto.. W. B. Wood, V. Pr..... seen eees 
Co1.... National State Bank, Boulder.. J. H. Nicholson, Cas.... C. D. Barnes, 
DaAK.... First National Bank, Huron.,.. W. N. Coler, Jr., a. eee 
a . First National Bank, { a ee. Peer T. R. Selmes. 
Mandan.) H. Van Vleck, Cas...... H. R. Lyon. 
DEL.... Citizens’ Nat’! B’k, Middletown, John S. Crouch, Cas.... J. R. Hall. 
it ae Farmers’ Nat’! B’k, Bushnell... J. E. Chandler, Pr...... Chas. Wilson. 
w .. Home Nat’! Bank, Chicago.... C. N. Holden, ’. Pr.... M. A. Hoyne, 
" . First National Bank, John Cunnea, /r........ Jas. Cunnea. 
Morris, } G. A. Cunnea, Cas...... John Cunnea., 
u . Central National Bank, » Oliver J. Bailey, Vi 2%... = cewccces 
Peoria. | F. E. Leonard, dss C.. ==. cence 
w ,, First Nat’l Bank, Wyoming.... James Hunter, Cas...... A. F. Stickney. 
IND .... First Nat'l B’k, New Albany.... S. A. Culbertson, Cas.... E. H. Mann. 
» .. First National Bank, Vevay.... C. S. Tandy, Ass’t i. daaelings 
Iowa, .. First National Bank, Chariton, Frank R. Crocker, Cas... Ed. A. dieeneens 
w _,. Dubuque Nat’ B’k, Dubuque... WeJe Me, FO. PMecee = cv ences 
” . First National Bank, . cede CE Pa eBicese ij#§ caseasen 
What Cheer. 7 J. L. ee =, & ee reer 
KaN.... Exchange Nat’! B’k, El Dorado. Jos. Williams, V. Pr.. occcceee 
w .. First National Bank, cc ee A Oe. See eee 
» .. First National Bank, Sterling. D. J. Fair, Times siahaces 
w ,, Washington N. B, Washington. Thos. Haak, Fo SPecssse i$ seeceses 
" . First National —, a OM , eee 
infield. } Geo. W. Robinson,4.C. __........ es 
re Kentucky Nat’! B’k, pee A hh ee C. P. Moorman. 
a . Farmers’ National Bank, By BS, Fk cvescces J. Holbrook. 
Owenton. } J. Holbrook, Cas........ J. C. Revill. 
Mp..... Ger.-American B’k, Baltimore. J. J. Turner, Sscsanwen Wm. Schwartz.* 
" . Queen Anne N. B., Centreville, J. Wilkinson, V. Pr..... we ee nee 
Mass... First National Bank, Webster... . = oe pa wagers 
tandish, /7....... E. Robinson. 
MicH... Market Bank, Detroit........ J. B. Padberg, Cas |" W. H. Trainor. 
a . Dime Savings Bank, Detroit... S. M. Cutcheon, /r...... A. M. Henry. 
w  ,, City Nat’l* Bank, Kalamazoo... Horace M. Se eer ee 
w .. Kalamazoo N, B. Kalamazoo. M. 1% _——, V. Pr... eanneees 
w ., First Nat’l Bank, “Mt, Pleasant. F. W. 0 ES. ee 
” . Three Rivers N.B. , Three Rivers Oscar F. Millard, Cas.... W. S. “Millard. 
MINN... Stillwater Sav. Bk, Stillwater... R. S. Davis, 7r......... H, W. Cannon. 
Mo..... Bank of Kansas City.......... W. MB. Cotek, V. P...6. L. R. Moore. 
Mont... Dillon National Bank, » Geo. M. Brown, Fc ites ii seeenens 
Dillon. 1 David Lamont, 4ss’¢ es el 
w .,, First Nat’l Bank, Miles City.... H. F. Batchelor, Cas.... R. E. Stower.’ 
NeEB.... First National Bank, Blair..... F, H. Claridge, "Act. Cas. J. H. Hungate. 
« ., First National Bank, Friend.... H. M. Smith. V. Pr...... Geo. Proudfit. 
” . First Nationa] Bank, ; P.O. Hedlund, V. Fr... => cecccee. 
Holdrege. | John G. Ballard. gare. occceces 
» ., First Nat’l Bank, North Bend.. H. W. Nieman, V. Pr... ss. ww wee 
« .,., First Nat’l Bank, Red Cloud... A. Higby, Ass t Cas.. 2 Graham. 
N. H... First Nat’l Bank, Hillsboro.... Jas. F. Briggs, Pr....... S. Kendrick. 
2nes, S RB. Beewe, FP cc cccces 
N. J.... First Nat'l Bank, Keyport. ¥ SP Meccaced. .  ewewecwe 
A. M. Brown, Asst Cas. = cacecees 
N. Y.... Dover Plains Nat’l Bank, ( R. P. Ketcham, Cas..... A. J. Ketcham. 
Dover Plains, ; W.K. Butts, Ass’t Cas... cannes 
w ,, National Bank of Kinderhook.. Francis Van Ness, Pr.... Hugh Van Alstyne. 
«a _.. Flour City Nat’l B’k, Rochester. Henry B. Hathaway, Pr. P. Barry Me wa 
OnI0,.. First National Bank, , W. H. Atkinson, Pr..... F, M. yore... * 
Batesville. } John C. Israel, V. Pr. ... W. H. Atkinson. 
# .. Dayton Nat’l Bank, Dayton... Jas. A. Martin, Cas...... W. S. Phelps. 
a .. First National Bank, T. S. Matthews, Pr...... P. Pickrel.* 
Jackson. } J. D. Clare, V. Pr.ccccs: T. S. Matthews. 
« _.. Kinsman Nat’l B’k, Kinsman. .H.L. Burnham,V. Pr...  _..........- 


* Deceased. 
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Bank and Place. Elected. In place of 
PENN... City Nat’] Bank, Philadelphia.. J. Kisterbock, Jr., /7.... J. Baird. 
« .. Third Nat’! Bank, Pittsburgh.. Ogden Russell, Ass’¢ C.. seeteees 
w ., City Nat’l B’k, Susquehanna... Chas. Schlager, V. Pr... wa nee 
R, pons .. Phenix National Bank, Phenix. Daniel Babcock, V. Pr... ss... . a 
u . Atlantic Nat’! B’k, Providence. Wm. R. Greene, Cas.... H.S. Mansfield, 
u . Rhode Island Hospital Trust » Wm. H., Latham, V.  “Raiiggee aes ° 
Co., Providence. } Edward S. Clarke, Sec... H. J. Wells. 
TENN... Second Nat’! Bank, Lebanon... S. R. Williams, /7...... J. A. Lester. 
# ,., Commercial N. B., Nashville... Jos. H. Thompson, a eT oe 
J. D. Lasater, Pr ......0. T. H. King. 
TEX.... First Nat’l Bank, Greenville.) T. T. H. King, aad G. M. Oneal. 
a ene eeccco i s6escane 
« .. Hill Co. National Bank, ze ‘B. Smith, sd , geeree sueeeece 
Hillsboro. Be Ge Phelps, eee.  wedesves 
w .,, First National Bank, Montague. John H. Stephens,V. Pr. si... . . 
w .. Traders’ Nat’l B’k, San Antonio. J. W. Glass, V. Pr...... 0 cece eee 
u ., Waco National Bank, Waco... J. W. Mann, /7......... Wm. B. Trice.* 
w  ., Citizens’ Nat’] B’k, Waxahachie. J. W. Ferris, V. Pr...... 0 swe wees 
» .,. Panhandle N.B., Wichita Falls. W. A. Knott, V. Pr .... 2 3—six sss wee 
, Border Grange Bank Danville. E. B. Withers Pr........ Geo. W. Price. 
Was. T. Merchants’ Nat’l B’k, Tacoma.. G. F. Orchard, V. Pr.... = waeeeeee 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Continued from July No., page 75.) 


No. Name and Place. President, Cashier. Capital, 
3212 Citizens’ National Bank......... W. H. Getzendaner, 
Waxahachie, TEx, T. A. Ferris, $100,000 
3213. Exchange National Bank........ A. L. Redden, 
El Dorado, KAN. H. H. Gardner, 50,000 
3214 Central National Bank,......... Martin Kingman, 
Peoria, ILLS. Benj. F. Blossom, 200,000 
3215 First National Bank............ Robert M. Steel, 
Mt, Pleasant, MICH, D. S. Partridge, 50,000 
3216 First National Bank............ John D. Barker, 
Girard, KAN. Jos. T. Leonard, 50,000 
3217. First National Bank............ Robert M. Steel, ) 
a eT rT ee 50,000 
3218 First National Bank............ M. L. Read, 
Winfield, KAn. W. C. Robinson, 50,000 
3219 Merchants’ National Bank...... David Dennis, 
Gardiner, MAINE. Henry Farrington, 100,000 
3220 First National Bank............ Benj. P. Wertsner, 
Ambler, Pa. John J. Houghton, 55,000 
3221 State National Bank............ W. M. Harrison, 
Fort Worth, TEx. ’ A. B. Smith, 300,000 
3222 Albuquerque National Bank..... Louis Huning, 
Albuquerque, N. MEx. Edmund H, Smith, Ac?’g, 50,000 
3223 First National Bank............ W. J. Winegar, 
Palatka, FLA. Harry G. Payne, 50,000 
3224 National Bank of............... L. C. Porter, 
Winona, MINN. E. D. Hulbert, 100,000 
3225 First National Bank............. Geo. Wells, 
Grundy Centre, Iowa. Chris. C. Shuler, 50,000 
3226 Guthrie Co. National Bank...... Geo. H. Moore, 
Panora, Iowa. L. J. Pentecost, 50,000 
3227. First National Bank............. F, F. Downs, 
Temple, TEx. F. E. Sanford, 50,000 
3228 Commercial National Bank...... M. A. Spurr, 
Nashville, TENN. F. Porterfield, 200,000 
3229 Red River National Bank....... C. ©. Potter, ¥. #., 
Ft «- Gainesville, TEx. C. R. Smith, 100,000 
3230 First National Bank............ J. O. Chase, 
Fairmont, NEB. Irvin B. Chase, 50,000 
3231 First National Bank............ M. S. Atwood, 


Beloit, KAN. Wm. S. Search, 50,000 





. Brazil 
. Indianapolis.... 
. Harrison’s Bank; suspended July 17. 


. Ithaca 
. Kalamazoo .... 
- u .... E. J. Phelps & Co.; now Kalamazoo National Bank. 
. Mt. Pleasant.... 


.« Janesville 
.. Lanesboro 
.. Winona 


CHANGES, 


( Monthly 


e@eeeeteoeeveeveeeveene 
eee eeeevneeeeee 
eeeeepeeeveee ee 
eoeeeeeeeneeeaee 


Georgetown.... 


~~ “RT 


Bridgewater.... 


.. Forestburgh.... 
. Scotland..... ‘ 


eoeeeeeeneee 
seeeeeee 
*eeeee 


Belvidere 


. Murphysboro... 


Peoria 


u 
Richmond 


. Grundy Centre. 
~~, —or 


eee eeenee 


$$ pg VP Serres 666 68606 
a 
" — Ul 
NEB.... Fairmont....... 
N. J.... Gloucester City. 
N. Mex. Las Cruces..... 
" eo SERS 
Bs Waticce GR c a ccs 
ll 
OHIO... Chagrin Falls.. 
u [ee aaa 
" 00 RPE 
w  .. Hicksville...... 
OREGON Portland....... 
RE 
PENN... Grove City..... 


L 


“ 
u“ . 
SS ae 
Beiscce 


a” 
WIS.,... 
CANADA 

u 


.. New Milford.... 
.. Plymouth 
.. St. Petersburg. . 

. Stoneboro 


Providence 
Decatur 
Temple 


Manitowoc..... 
Hagersville .... 
Toronto 





CHANGES, DISSOLUTIONS, ETC. 





DISSOLUTIONS. ETC. 


List, continued from July No., page 74.) 

A. Dyett & Co.; suspended July 8. 

DeWolf & Swan; suspended July 28. 

Eleventh Ward Sav’gs B’k; gone into voluntary liquidation. 
May & King; dissolved July 5. 

Bank of Mobile; assigned July 8 to Winston Jones. 
Merchants’ Bank; closed business July 1. 

F, E, Everett; suspended. , 
(Krause & Davis ), McCook Co. Bank; now Davis & Roberts. 
Forestburgh Bank (F. W. Thaxter); out of banking business. 


. Gale & Bogert ; now Scotland Bank. 


H. P. Robinson & Bros.; assigned July 23. 

Wm. J. Winegar & Co.; now First National Bank. 

Haines & Schley; now Haines & Daniels. 

Yourt, Lawrence & Co.; now Second National Bank. 
Miners’ Savings B’k (W.S. Murphy); reported failed July 8. 
Farmers’ B’k (Kingman, Blossom & Co.); now Central N. B. 
Commercial Bank ; suspended July 29. 

Fletcher & Sharpe; failed July 15. Receiver appointed, 
Receiver appointed. 
Richmond National Bank; suspended July 21. 

Grundy Co. Bank; now First National Bank. 

Guthrie Co. Bank ; now Guthrie Co. National Bank. 
Exchange Bank (C. D. Miller); reported assigned. 

. J. Sheldon ; succeeded by Bank of Beattie. 

M, S. Atwood; now First National Bank. 

Exchange Bank; now Exchange National Bank, 

Citizens’ Bank; now First National Bank. 

Bank of Sterling ; now First National Bank. 

M. L. Read’s Bank: now First National Bank, 

Chase & Barstow; Chas. M. Baker admitted. 

Rice & Whiting; now Geo, T. Rice & Co. 

Fisher & Preston; now Exchange Bank. 

Steel, Turck & Co.; now First National Bank. 

Kalamazoo City Bank ; now City National Bank. 


Hicks, Bennett & Co.; now First National Bank. 

Sowers & White; suspended July 17. 

Bank of Oxford; now Oxford Savings Bank. 

O. P. Smith; succeeded by George Buckman. 

Bank of Lanesboro; sold out to Scanlan & Wall. 

First N. B.; charter expired ; succeeded by N. B.of Winona. 
Green’s B’k; suspended. J. L. Power appointed receiver. 
C. C. Kelly & Co.; now C. C. Kelly. 

Fillmore County Bank ; now First National Bank. 
Gloucester City Savings Institution ; closed July 4. 

Dona Ana Co. B’k (Reynolds & Co.); now Evans Bros. props. 
Raton Bank (S. T. Collins & Co.); now Chappell & Officer. 
Bank of Canisteo (M. & L. Allison); assigned July 22. 
Francis G. Hall; suspended July 21. 

E. B. Pratt; reported assigned July 5. 

Everett & Weddell; suspended July 8. 

First Nat’l Bank ; succeeded by Farmers & Citizens’ Bank. 
Hicksville Bank; assigned to W. D. Wilson July 17. 

Bank of Oregon; consolidated with Portland National Bank. 
Ladd & Bush dissolved; A. Bush continues. 

Pine Grove Bank (Gealy Bros.); suspended July 25. 

Savings Bank of New Milford (S. B. Chase & Co.) suspended. 
Plymouth Savings Bank ; suspended July 2. 

St. Petersburg Savings Bank ; suspended July 5. 

Stoneboro Bank (Gealy Bros.); suspended July 25. 

Clinton R. Weeden & Co.; assigned July 5. 

Decatur Bank ; succeeded by the First National Bank. 

Bell Co. Bank (Downs Bros.); now First National Bank. 

T. C. Shove & Co.; now T. C. Shove Banking Co. 
Hagersville Banking Co.; now John Cowan. 

Forbes & Lownsbrough ; suspended. 
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NOTES ‘ON THE MONEY MARKET. 
A FINANCIAL AND COMMERCIAL REVIEW. 


The depression continues. There have been heavy and disastrous failures, 
while there has been a more general shutting down or reduction of wages in 
July than in any month this year. Banks and financial circles have recovered 
from the panic of May, in which the continued heavy liquidation of 
June left them. This has been due to a reaction of over ten points in the 
stock market, and a partial restoration of confidence caused thereby, and by 
the assurance of abundant crops throughout the country. The most note- 
worthy failures during the month have occurred in the dry-goods trade. Of 
late years, as explained elsewhere, many merchants have depended very largely 
upon note-brokers to raise money for them, but in these times they have been 
unable to obtain the usual supply, as the banks were unwilling. for good 
reasons, to buy as freely as they had been doing. Large quantities of dry- 
goods paper will mature in August when, it is feared that renewed trouble 
may occur, unless the promise of a good fall trade on good crops enables 
them to get help to tide over. Goods are low—indeed they are as cheap as 
they can be produced at present prices of raw material and labor. This should 
obviate the risk of any further material decline, and make textiles safe for 
banks to advance upon when the holders are not financially involved. The 
banks are assisting their regular dealers, in all trades, to the utmost, and are 
wise enough to see that both parties are alike interested by such a course. 
Long credits on: the pernicious system of dating bills four and six months 
ahead, with extensions on that, were the cause of the suspensions in this 
trade, together with dull business. It was not recent shrinkage in goods. 
Hence, when the finances of this trade get straightened out, it should be in 
a healthy condition and ready for improvement when business revives. 

The curtailment of production both in woolen and cotton goods, as well 
as in iron and iron manufactures, should prevent any further accumulations 
and stop, or at least check, forced sales. Of course restricted production 
entails reduced consumption on the part of both employer and employed, as 
well as on the part of those persons and interests depending upon them. 
This embraces the manufacturing districts. But, on the other hand, good 
crops will enable the agricultural sections to buy more freely, and thus pre- 
serve an equilibrium until the increased activity thus caused in the farming 
sections shall react on the manufacturing districts, set idle mills in operation, 
give labor employment, and restore all sections of the country to normal con- 
sumption again. This, with low prices for good crops, it is hoped will do 
much to restore our normal activity in all branches of trade, transportation 
and industry. 

It is true we had good crops last year and the year before, which did not 
prevent the heavy shrinkage that followed them. But conditions are different. 
It took the good crops of 1882 to pay the losses from the bad crops of 1881, 
and left no surplus over after paying the cost of living in 1882. The good 
crops of 1883 were swallowed up in the shrinkage of values of everything, 
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caused first by liquidation following the short crops of 1881, and second, by 
the collapse of speculation, and of the inflated values of all classes of spec- 
ulative and investment property. Hence, this year’s crops are the first that 
have not been thrown into this financial quagmire to make a solid bottom 
on which to build up prosperity again. It is true there are spots where 
bottom may not yet have been found. But, as a rule, we are now on a 
good legitimate basis for everything, and recovery must set in when the re- 
turns from this year’s crops begin to find their way into general circulation. 
Once started on the up grade to good times, renewals and repairs will begin, 
after these three years of economy and make-shifts, during which the supplies 
for human wants have been reduced to the minimum. This will accelerate 
the recovery in legitimate trade and advance prices, until speculation shall re- 
vive under this stimulus, with a surplus of money over requirements to spec- 
ulate with. This will be the next turn in the wheel of fortune, unless some 
unexpected damage to the crops yet occurs, or unexpected financial trouble 
or plague shall upset these favorable conditions for improvement in the near 
future. Nevertheless, the recovery is not likely to be rapid, nor can it be 
complete until the large number of new railroad enterprises begin to pay. 

This covers the general situation in finance, commerce, industry and agri- 
culture in this country, while the conditions in other countries are not ma- 
terially changed. Should they become so, through damage to their crops, dur- 
ing this critical period of harvest, as there is some danger of just now, our 
markets would doubtless go on a Bull speculative rampage that would change 
the whole situation from low to high prices and bring gold from Europe 
again. On the other hand, the ravages of cholera in France cannot extend 
much longer or further without seriously affecting commerce between this 
country and Europe, by checking our exports and bringing our import trade 
to a standstill. It has already had an unfavorable effect, but not a serious 
one. The danger of epidemic is not passed, although it is not imminent in 
this country, but it has affected transportation down the Mississippi River 
and from gulf ports, as well as with the West Indies. This has checked 
southern trade to some extent, and when the fear is removed it will revive, 
although the prospects of the cotton crop in some sections, especially in Texas, 
are not as good as an average year, owing to drought, while the season is 
two to three weeks late. 

The cattle plague in that State is also a drawback upon its great prosper- 
ity of a few years past. It has even extended into Kansas, from which ‘it 
has been imported into Chicago, where it has proved almost universally fatal 
to whole herds wherever attacked. Serious consequences are threatened if 
not checked at once. 

The wet weather of the last week in July also caused apprehensions in 
the Northwest, as the spring wheat harvest was just beginning. Indeed 
considerable damage has been reported. But these reports are always so 
exaggerated, and the rains are thus far of so short duration, that it is not 
safe to modify the excellent outlook to any great extent as yet. 

The chief improvement in the stock market has not been in the stocks 
of honestly managed roads, but the reverse; showing the advance to have 
been speculative and chiefly manipulated by cliques who scared the shorts_to 
cover on the prospects of large crops and increased earnings this month and 
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next. The only really investment stocks now are those managed by men who 
do not run their roads for Wall Street but for the stockholders. - This 
leaves the majority of the old favorites to the professional speculators and 
the manipulators themselves. There have been a few investment and outside 
orders in the market of late for the really good ( by which is meant honestly 
managed ) stocks. But they are not large nor general. The public is by no 
means in the market, and does not act like coming in. Money has worked 
easier all the month, and the banks of this city have largely increased their 
reserves. But the exchanges have been over twenty per cent. less than at 
the same time last year. Other cities averaged ‘less than twenty per cent. 
below a year ago. Foreign exchange has not changed materially, and has 
cut no important figure in the money market. Government bonds weakened 
at close, on the rumor of another call by the Treasury. Exports of wheat 
have been larger through July than for two months or more before, at the 
decline early in the month. That demand stopped this decline, and prices have 
advanced since then. on the inquiry which has followed the enhanced value. 
The ola crop is well exhausted, and the new crop is of exceptionally fine 
quality and is wanted on the other side. Farmers are disappointed at the 
low prices, yet are selling quite freely. The crop is estimated to be as 
large as that of 1882, unless the spring wheat should be damaged by a wet 
harvest. Corn has been bulled partly with wheat, but chiefly on small stocks 
and light receipts, although the new crop never promised at this season 
so universally well as now. Some reports say there is little back in farmers’ 
hands, yet it is regarded as too high, except on a temporary scarcity, which 
is thought to be all that is probable. 

Oats are secured and are an enormous crop. The hay crop is good, though 
not so large as a year ago, and some has been damaged by wet. The root 
crops are all looking well so far, and fruit promises well. Dairy products 
have been plentiful, with good pasturage and limited export demand, until 
stocks are large and prices low, yet not low enough to keep butter from 
accumulating as it did a year ago. Cheese has gone into export more 
freely, as it cannot be held without too much risk. Provisions have been 
so badly manipulated that speculators are afraid to touch them, and legiti- 
mate trade has only bought from hand to mouth waiting for the manipula- 
tors to get through. Meantime the supply of hogs at home and abroad is 
larger than usual, and Europe more independent of this country than in 
years. Pork is completely cornered at $24 in Chicago, while the jobbing 
trade is being supplied at $14 in small lots. This illustrates the wretched 
cornering business by which values are upset and trade ruined. but the 
worst of it is, the banks have loaned the money to make this corner. An- 
other is also threatened in meats, while lard alone of hog products seems 
to be on its merits. Another big corn crop means another big hog crop; 
and provisions would seem to be the worst thing on the whole list to bull. 

The cotton market has shown a little more strength since the crop has 
been in doubt, and exporters have reduced the stock here to a moderate 
limit. But there is not life enough in it to get up any activity or advance 
worthy of note. 

The iron market has been dull and weak, selling below $18 for pig, 
while steel rails have fallen below $30, at which more has been done. 
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Other markets have shown little life or change, as nobody has any money 
or pluck left to speculate in them to any extent. The Bulls have been too 
badly whipped the last year to have any horns left, and prices are gen- 
erally so low that the Bears are afraid of a trap and dare not sell 
short. 

The advance in stocks and produce for the month is thought to have been 
too rapid, and even the bulls think there should now be a reaction, al- 
though they claim to look for still higher prices. Conservatism is the best 
policy to pursue till crops are in full movement, and the result visible in 
the money and other markets. 

Since the above was written the threatened damage to the wheat crop of 
this country has been averted by a return of fine weather for the greater part 
on both sides of the water. The damage actually done anywhere has been 
very slight, and it is now safe to calculate that the wheat crop of both 
Europe and America will be secured in good shape, and above an average 
in quantity. 

The reports of the New York Clearing-house returns compare as follows: 

1884. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
July 5. - $ 292,698,900 . $60,851,800 . $ 23,027,000 . $ 290,304,000 . $ 14,437,600 . $16,302,800 

* 12... 289,817,100. 638,612,600 . 30,128,400 . 299,552,000 » 14,470,100 ° 23,853,000 

‘f 19... 288,603,700. 72.731,500 . 31,873,700 . 304,788,100 . 14,416,990 4 28,403,275 

*€ 26... 289,759,290 . 74792,700 » 32,229,800 . 395,577,500 . 14,362,700 . 30,628,125 


The Boston bank statement is as follows: 


1884. Loans. Specie. Legal Tenders. Deposits. Circulation. 
July = 55... -++0 $133,552,900 «+++ $6,607,000 .... $3,532,000 .... $85,223,900 » 0. $ 23,494,590 
*  Picesews 136,642,500 ..+. 6,522,100 .... 3,631,800 ..+- 84,883,600 .... 23,072,900 
$6 [1Qeesseee 137,174,002 - 000 6y514,400 «200 3,892,700 .... 84,423,700 ..22 23,080,200 
" Barcoccer 136,884,800 .... 6,864,100 .... 4,280,800 «262 83,454,600 ..0¢ 23,137,200 


The Clearing-house exhibit of the Philadelphia banks is as annexed : 


1884. Loans. Reserves. Deposits, Circulation. 
July = §....4.. «+ $73,123,994 eeoe $17,980,136 wese $64,408,374 eoee =. $ 8, 259,933 
S$ — IZeeccccee 72,227,364 coe 19,078,603 weee 66,408,412 ooce 8,250,169 
7” Bircoees «2 71,960,070 seee 18,939,060 soos 64,130,209 ees 8,192,623 
7S GBaurccooce JtMerete wees 19,607,087 wees 64,695,338 cece 8,119,765 
Eee 
DEATHS. 


FALLS.—On July 30, aged fifty-nine years, WILLIAM A. FALLS, formerly 
President of the Corn Exchange Bank of New York City. 

HIESTAND.—On July 6, H. C. HIEsTAND, aged fifty-one years, President 
of Preble Co. Bank, Eaton, Ohio. 

HuNTER.—On July 19, aged sixty-five years, CHAs. F. HUNTER, President 
of People’s Bank, New York City. 

PICKRELL.—On July 7, PETER PICKRELL, President of First National Bank, 
Jackson, Ohio. 

WESTERMAN.—On July 20, aged sixty-four years, JAMES WESTERMAN, 
President of Sharon National Bank, Sharon, Pa. 


